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Burroughs Desk Machine: 
12 Points of Interest to Banks 


1. Asmall, simple, convenient and inexpensive adding-listing machine. 

2. Can be operated by any member of the staff without special training. 

3. Used for a variety of purposes, including straight listing on roll or 
sheet paper, Clearings In and Out, Remittances, Supplementary 
Lists, Waste, Home Safes Returns, Ledger Trials, Current | 
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operate the machine. 

9. All ciphers are printed automatically. 
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A Banker’s Diary 
Mid-October—Mid-November 


MONEY was fairly plentiful up to the end of October, 
and this, combined with the general return of confidence 
following the election, stimulated large appli- 
The Money cations for Treasury bills every Friday 
Market together with a keen demand for hot 
Treasury bills from unsuccessful applicants. 
The Treasury bill tender rate was consequently depressed 
to 5} per cent. against a Bank rate of 6 per cent., while 
hot Tre asury bills were changing hands at rates down to 
5,; per cent., thereby prov iding sellers with a useful 
turn. November, however, witnessed an opportune 
change in a situation which was rapidly developing 
in the direction of making Bank rate ineffective. Such 
factors as discrepancies between Treasury Bill payments 
and maturities, the psychological effects of the Bank’s 
gold sales, and the weakness of sterling following the 
election unsettled the market and made money less 
plentiful. The rate for hot Treasury bills consequently 
hardened to 5%, per cent., and for one week sellers 
found that the turn of the market had gone against 
them. Asaresult of thison November 6 there was a ‘sharp 
rise in the average tender rate from 5} to 53 per cent. 


THE discount market confined itself pve entirely 
to dealings in Treasury bills, for the outlook on the 
Continent has vested commercial bills with 
Commercial a certain amount of uncertainty, as 1S 
Bills shown by the wide spread in the rates 
current all the month. German renewal 
bills, despite the London names upon them, have been 
dealt in at 5% per cent., or practically at Bank rate, 
and the market has shown some disinclination to take 
them up. Other three months’ bank bills have com- 
manded rates of 5% to 5% per cent., according to the 
state of the money market, but business has been very 
restricted. There is no doubt that the money market 
was taking a serious view of the situation abroad, and 
was disposed to exercise an unusual amount of 
discrimination. 
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IMMEDIATELY before the election there was a fairly 
general feeling that if the National Government were 
successful, an immediate consequence would 
Bank Rate be a reduction of Bank rate. There is no 
doubt that a 6 per cent. Bank rate imposes 
a heavy burden upon industry, but it is equally true 
that this is not the time for any relaxation, and the 
Bank’s gold losses at the beginning of November proved 
the final factor that put any immediate reduction out 
of account; for as explained in a subsequent note, 
the Bank’s resources are likely to become depleted 
during the Christmas season. So far from Bank rate 
being reduced, it was generally supposed in the market 
at the end of October that a stiffening up of discount 
rates was desirable, and this may help to explain the 
rise in rates that subsequently occurred. In the middle 
of November it seemed likely that a reduction would 
be contingent upon a straightening-out of the German 
situation, which if matters went the wrong way would 
have serious repercussions in foreign financial centres. 


Up to the election, sterling held its ground at about 
$3:90, with rates against other gold currencies in 
proportion, but after the election there was 

The Foreign a sudden fall in sterling to under $3-8o. 
Exchanges The explanation of the recession is very 
simple. The progress of the election cam- 

paign gave rise to a general feeling of confidence, so 
that on the one hand there was a certain return of 
capital to England, and on the other hand some com- 
mercial sellers of sterling held off the market in the 
expectation of getting a better rate after the expected 
victory of the National Government. This policy meant 
that as soon as the polls were declared, a small 
accumulation of sterling was thrown upon the market, 
to which must be added the closing of speculative bull 
positions in sterling built up during the election and the 
normal seasonal demand for dollars and other foreign 
currencies arising from crop movements. It is also 
suggested that abnormal imports in anticipation of a 
tariff threw an extra strain upon the exchanges, but 
of this there is no definite evidence, and such reports 
should be accepted with reserve. As regards Empire 

Q 
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rates, Canada has now virtually abandoned the gold 
standard, and South Africa was in early November 
experiencing great difficulty in adhering to gold in face 
of a steady drain of capital, and was in fact seeking 
a loan in Paris. The Australian rate, which had fallen 
pari passu with sterling, with Australian pounds quoted 
at £130 against {100 sterling, showed signs of strength- 
ening with the improved situation in London, and in 
early November there was some talk of its being brought 
closer to sterling. Elsewhere, South American currencies 
have been largely a nominal market, owing to exchange re- 
strictions in those countries. There has been a noteworthy 
improvement in the price of silver, not only against sterling 
but also against gold, and the Chinese exchanges have 
risen in proportion. The Japanese exchange has been 
weak against gold currencies, and heavy gold shipments 
have been made from Japan to the United States. The 
New York exchange against Continental currencies 
became steadier, and the gold drain to Europe has been 
largely checked. 


THE October trade returns only cover the first month 
of the suspension of gold payments, as there is always 
a time-lag of about ten days during which 

Overseas the details of the returns are collected. 
Trade Hence they provide little indication of the 
effects on our foreign trade of the de- 

preciation of the pound, as the business they cover 
relates almost entirely to transactions arranged before 
the gold standard was suspended. In actual fact, 
imports at {80-7 millions compared with £68-3 millions 
in September and {90-9 millions in October last year. 
The increase was mainly in foodstuffs and manufactured 
goods, and was largely seasonal in character, though 
in cases where the goods had to be paid for in foreign 
currencies, the depreciation of the pound increased the 
sterling value of the returns. There is no evidence 
either way on the question of dumping, but it must 
be remembered that these returns relate to a period 
before the election and that it has since been officially 
stated that abnormal importation was taking place 
during early November. Exports were somewhat better 
- at £32°8 millions against {29-8 millions in September, 
but still compare unfavourably with the £46-9 millions 
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of October, 1930. Clearly it will be some time before 
any improvement in industrial activity is reflected in 
the trade returns, and it is noticeable that so far there 
has been practically no improvement in raw material 
imports. Still there has been a definite expansion in 
shipments of cotton goods. Re-exports were surprisingly 
better at £5-3 millions against {3-8 millions in September. 
Apparently the depreciation of sterling had not had time 
to affect our entrepdt trade. 


THE heavy decline in bank deposits in evidence earlier 
in the autumn received a check in October, the actual 
figures being: July, £1,787 millions; Sep- 
eae Be. tember, £1,711°8 millions ; and October, 
Averages 41:724°0 millions. This is corroborative 
evidence that, whether due to a revival of 
confidence in Great Britain or to the suspension of gold 
payments and the depreciation of sterling, the outflow 
of funds from London has either been checked or balanced 
by a return of other money from abroad. Cash, too, was 
slightly higher at {176-1 millions, against £173-7 millions 
in September, but notwithstanding the rise in sterling 
prices, acceptances fell from {118-4 millions to {110-9 
millions. This looks as if we have already lost part of our 
acceptance business as a result of the depreciation of 
sterling, though financial stringency and difficulties 
abroad may well have been a contributory factor. 
Among the chief earning assets of the ten clearing 
banks, advances fell fractionally from {910-8 to {909-7 
millions, investments also fell fractionally from £304-0 
to £303°6 millions, while discounts were a shade higher 
at {237°5 against {236-9 millions. The absence of any 
movement in these items does not suggest that any 
fundamental change in our industrial position has yet 
had time to develop, but it is noticeable that there has 
been some increase in provincial bank clearings, which 
indicates greater business activity in the provinces. 


AT the end of October the Bank of England created some 
surprise by the following announcement :— 
‘With reference to the credits for the 
™ a of approximate equivalent in each case of 
a £25, 000,000 granted to the Bank of England 
from August Ist last by the Bank of France 
QG2 








198 THE BANKER 


and the Federal Reserve Bank of New York in francs 
and dollars respectively, which credits expire on October 
31st, those banks have, at the request of the Bank of 
England, agreed to extend for a further period of three 
months the approximate equivalent in each case of 
£15,000,000. 

“In part provision of the balance, the repayment of 
which was proposed by the Bank of England, the sale of 
£15,000,000 in gold bars has been arranged.”’ 

While this action of the Bank is well calculated to 
restore foreign confidence in our stability and in our 
desire and power to meet our engagements, the shipment 
of £15,000,000 in gold has had several indirect conse- 
quences. One such consequence is connected with the 
note issue, and is discussed below. Another was to 
inspire a belief abroad that Great Britain was never going 
to re-establish the gold standard and so was beginning 
to sell her gold. Such a belief is to say the least of it 
premature, for at the end of last October the new Govern- 
ment had not even been formed, let alone had time to 
consider so weighty a matter as future currency policy. 
The truth is that to-day, as always, our gold is there to be 
used, and if to pay in gold was the cheapest means of 
repayment, as with sterling at under $4-00 it undoubtedly 
was, there is an end of the matter. Whether we would 
or could have renewed the whole £50,000,000 is again 
another story, the answer to which lies as much with our 
creditors as with ourselves, and may very likely depend 
upon the collateral our creditors were empowered to 
accept, and the extent to which we could obtain it. In 
any case, it would be most disastrous to our reputation 
had we done other than meet our bond as and when it 
fell due to the full extent that we were invited to do so. 


THE Bank’s gold shipments of £15,000,000 alluded to 
above have naturally affected both the Bank’s reserve 
and the position of the fiduciary note issue, 

Fi ae and there has been some disposition to 
Paras ll assume that in order to permit of the 
normal Christmas expansion in the note 

circulation, the fiduciary note issue will have to be 
increased for the second time this year. On balance there 
are certain objections to this course, for there is grave 
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danger lest following, as it would, the suspension of gold 
payments, a second increase in the fiduciary note issue 
would be misinterpreted abroad as the beginning of 
inflation. This might lead to further withdrawals from 
London and so to a heavier depreciation of sterling. 
Probably the best way to avoid these undesirable con- 
sequences is to explain, as we do here and now, that if 
any further expansion in the fiduciary note issue takes 
place, it will be a purely temporary measure marking 
not the beginning of inflation, but simply the fact that 
the British public need additional notes for the purpose 
of their Christmas shopping. Still it is by no means clear 
that any such expansion will be necessary. It may well 
turn out that the shadow of income tax payments will 
restrain Christmas trade and so reduce the number of 
extra notes required, and if so the Bank of England’s 
reserve should not be reduced to a size which would be 
regarded as too low by those who had knowledge of the 
special and passing circumstances of the Christmas weeks. 
It is true that if New Year market borrowings from the 
Bank were on their usual scale, the Bank’s proportion of 
reserve to liabilities would fall to a very low figure, but 
this, too, would be generally recognized to be a temporary 
and abnormal movement which need cause no mis- 
givings. Besides, if any preventive measures were 
thought desirable, ‘it would be far better for the banks to 
refrain from calling from the market on their usual 
scale than for so positive a step as an increase in the 
fiduciary note issue to be taken. Still, whatever the 
outcome, this is clearly a case where “ forewarned is 
forearmed.”” If the world is kept fully informed of the 
possibility of an increase and of the reasons behind it, it 
is difficult to believe that anyone can mistake such an 
increase for the initiation of inflation. 


ALTHOUGH the question has been lately overshadowed 
by matters of graver import, a fair amount of quiet work 
has lately been done on the far-reaching 

The Future problems arising out of the depreciation of 
of Silver silver. To a certain extent these problems 
are becoming less pressing, for between 

early September and early November the sterling price 
of silver had recovered from 13d. to 21d. per ounce, and 
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even the gold price had risen by 30 per cent. Hence 
greatest importance attaches to the report of those 
experts appointed by the International Chamber of 
Commerce to consider the question, for this report is 
undoubtedly the sanest and most practicable of recent 
documents issued on the silver question. The report 
begins by recognizing the extreme improbability of any 
early adoption of bimetallism or remonetization of silver, 
and proceeds to make four simple but far-reaching 
recommendations. Firstly, it suggests that the Chamber 
should try to bring North American producers and 
refiners into a sales agreement with the Government of 
India. Next it suggests that Governments should study 
the possibility of ameliorating any gold shortage by 
issuing notes of small denominations against silver, 
no attempt being made to fix any ratio between silver 
and gold. Next it calls for the restoration of subsidiary 
coinages to their pre-war fineness. Finally, it asks pro- 
ducers to institute research into the possibilities of a 
more extended industrial use of silver. On this last 
point they add that the discovery of a method for pre- 
venting the metal from tarnishing would alone greatly 
increase its industrial utility. As was to be expected 
from a committee which included Mr. E. L. Franklin, of 
Samuel Montagu & Co., these recommendations are 
restrained and practicable. They do not rule out any 
future advance towards a new monetary standard in 
which silver plays its part, but they equally are confined 
to what can be usefully attempted at the moment. 


The Government’s Tasks 


HE Prime Minister, in his speech at the Guildhall 
banquet on November g, on the whole struck the 
right note. He began by emphasizing that the 
existence of a National Government was no proof that 
the problems the Government was created to face have 
been solved. He was at pains to deprecate the shallow 
optimism over the business outlook which has been 
rampant in the popular Press since the suspension of the 
gold standard, and insisted that what was wanted was 
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hard work and persistent enterprize. He roundly stated 
that the beliefs and theories of pre-war days had been 
knocked by subsequent events into smithereens, and in a 
striking passage of his speech said that “we must be 
pioneers ”’ in our attack upon the many grave problems 
now calling for solution. 

It was in such an atmosphere that Mr. MacDonald 
referred briefly to three of the economic objectives that 
his Government has so far envisaged. These can be 
summarized as follows :— 

(a) ‘‘ We intend, as soon as practicable, to take steps 
which will most surely tend to stabilize the pound on a 
definite basis, which will make it independent of specu- 
lative movements or of day-to-day transactions. But 
the time of stabilization must depend on factors which 
are outside our own separate control. In the meantime, 
however, a main objective of our policy will be the 
substantial maintenance of the internal purchasing value 
of sterling. The stabilization of sterling is one of the 
essentials to healthy world trade, and his Majesty’s 
Government will be at the greatest pains to help create 
the conditions which will permit of that step being taken.”’ 

(b) “The nation must balance its trade... . We 
have important interests of our own for safeguarding in 
any settlements. . . . We propose to be represented at 
Ottawa in a Dominions Economic Conference. It appears 
that it is impossible for that conference to be held before 
July, and in the meantime I am asking the Secretary of 
State for the Dominions to visit the various Dominions 
and get first-hand knowledge of the possibilities.”’ 

(c) ““ The economics of Europe must be straightened 
out and rationalized before any nation in Europe can 
find the foundations for stable economic and industrial 
conditions. The present position of Germany in relation 
to the rest of the world must be the subject of a complete 
overhaul in which Germany itself should be a willing 
co-operator, and financial agreements should be reached 
which are tolerable and practicable, which do not lead in 
their working to more and more financial and trade 
difficulties, and which will not prevent the international 
exchange of goods and services settling down into normal 
channels. ... Thischaos has been attacked by committee 
after committee set up by the League of Nations, also by 
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certain Governments, but every one has sooner or later 
come up against the prohibitive tariffs, reparations, and 
War debts.” 

These passages from Mr. MacDonald’s speech are not 
quoted in the order in which they were actually delivered, 
but they illustrate the main economic problems before the 
Government, and given in this order point to the way in 
which they should be faced. No surprise need be felt 
that the King’s Speech and Mr. MacDonald’s own speech 
during the debate on the Address, both of which were 
delivered the following day, added little to the Premier’s 
declaration, but were confined mainly to a re-statement 
of the Government’s general mandate: for the Govern- 
ment obviously had to retain a free hand. 

To begin with stabilization. There are three matters 
of which the world is pressing for early knowledge. 
When is the pound going to be stabilized? At what lev el? 
And is it to be de facto or de jure stabilization? The last 
question is the easiest to answer, for clearly it would be 
the height of folly to a de jure stabilization until 
after a reasonable period of trial and error in the form of 
de facto stabilization. Yet even the last-named cannot be 
embarked upon without much care and thought. It is 
a common-place that a currency cannot be pegged at a 
definite rate unless those responsible for its maintenance 
have at their command an adequate supply of foreign 
exchange to protect it both from speculators’ raids and 
from passing adverse economic influences. It is equally 
a common- — that to-day we have no such reserves at 
our command, for the Bank could a few weeks ago only 
repay so small a sum as {20,000,000 by drawing heavily 
on its gold reserves. For the m oment, therefore, we 
must limit ourselves to allowing sterling to find its natural 
level, to trying to keep the forces determining that natural 
level in a state of equilibrium, to rectifying our trade 
balance sufficiently to enable us to acquire a reserve of 
foreign exchange. Moreover, we must not forget that the 
first call on such foreign exchange as we can gain will not 
be to act as a reserve behind de facto stabilization but to 
repay the balance of the Bank and Treasury credits 
raised last August. 

That is the correct answer to the question, when? 
It may be a disappointing answer to many people, but 
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all will agree that it would be fatal to attempt stabilization 
so prematurely as to court failure. In currency matters, 
as in life generally, a man can slip once and be forgiven. 
He must not slip a second time. This rule also supplies, 
in part, the answer to the question, at what level? 
First and foremost, regardless of the many other impor- 
tant considerations, it must be at a level which we are 
certain of holding. 

There are, however, many other points which need 
careful discussion, especially as they are at present 
being widely misunderstood. First of all, provided that 
there is not a general abandonment of the gold standard, 
it is true to say that the lower our rate of stabilization, 
the greater will be the competitive power of our industries 
in both home and foreign markets. Secondly—and 
here we cannot help feeling that in their avowed 
intention of preventing an internal depreciation of sterling 
and rise in prices, the Premier and his colleagues are 
kicking against the pricks—it is true to say that the 
lower the rate of stabilization, the greater will be the 
rise in the cost of living, the greater will be the fall in 
real wages and the real income of ventiers, and the less 
will become the burden upon both the Exchequer and 
industry of fixed debt charges. 

On the other hand, there are limits to the extent to 
which it is right and practicable to penalize either the 
wage-earner or the rentier, though it is fair to remind 
them that they will both gain from a revival in 
industry, the one through more certain employment, and 
the other from the improved security of his investment. 
Again, it must not be forgotten that in proportion as 
we scale down sterling below its gold parity, we are to 
that extent guilty as a nation of compounding with 
our creditors. Self-interest as well as duty demands 
that if we must compound, we should compound at as 
high a rate as is practicable, for refusal to do so would 
jeopardize seriously our position as financial centre of 
the world. 

It may be worth illustrating in greater detail some 
of the more likely consequences of stabilization at, say, 
$3°90 or Frs. 99, which is equivalent to a scaling down 
of 20 per cent. below par. The following calculations, 
naturally, are only of a tentative character. Prices of 
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imported goods and raw materials would automatically 
rise by 25 per cent., less any decline in world prices; 
assume a net rise of 22 per cent. Export prices in sterling 
of British raw materials would rise to some extent, say, 
by 13 per cent., which is equal to a fall in their world 
(gold) price of Io per cent. British wholesale prices would 
thus rise by approximately 18 per cent., or to their 
level of the summer of 1930. 

If wages and other British productive costs remained 
unchanged (expressed in sterling), it would be natural 
for the cost of living also to rise to its level of the summer 
of 1930, for its fall of 6 per cent. between then and 
September, 1931, was the resultant of the 15 per cent. 
fall in wholesale prices and the stability of wages and 
other costs which, together, explain the gap between 
wholesale and retail prices. Thus it would be natural 
to look for a rise of the cost of living from 45 to 56 per 
cent. above pre-war, or by 73 per cent. By the same 
token it would be natural to look for the same increase 
of 7} per cent. in the sterling f.o.b. price of British 
goods, less such concessions as British manufacturers 
and exporters might make in order to regain foreign 
markets. 

A rise of 7} per cent. in sterling prices, combined 
with a 20 per cent. depreciation of sterling, is equivalent 
to a fall of 14 per cent. in their gold or world price, 
and this should be of some, though not over-whelming, 
assistance to us in our efforts to regain our foreign 
markets. Conversely, allowing for a fall, say, of 2~—3 per 
cent. in the gold price of foreign goods, their sterling 
price would increase by 22 per cent., as already stated. 
This can equally legitimately be set against the rise of 
only 73 per cent. in the sterling price of British goods. 

These calculations can be summarized in the following 
Table :— 


Effects of stabilization at 20 per cent. below par. 


The wholesale price in Great Britain of primary 
foods and materials will rise by 18 per cent. 

Prices of British finished goods in British markets will 
rise by 73 per cent. 

Prices of foreign finished goods in British markets 
will rise by 22 per cent. 
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Prices of British finished goods in foreign markets will 

fall by 14 per cent. 

Prices of foreign finished goods in foreign markets 

will fall by 23 per cent. 

British “ real”’ wages will fall by 7 per cent. 

The “real” income of British rentiers will fall by 

7 per cent. 

The “ real’ burden of fixed charges will fall by 7 per 

cent. 

Now, how do these calculations affect the trade 
balance? Arithmetically, the answer is very simple. 
If last September British selling prices were no more than 
I3 per cent. above the selling prices of our foreign 
competitors, the changes outlined in the Table will, in 
combination, be sufficient to place us upon level terms 
with our competitors, and so to rectify the trade balance, 
at the price of a 7 per cent. decline in the “ real ’”’ income 
of the majority of British citizens. If 13 per cent. is 
an under-estimate of the margin against British prices 
and costs last September, then further action will be 
necessary, and, unless it is taken, the pound will auto- 
matically find a new lower level of equilibrium. On 
the other hand, if the margin was less, it is presumptive 
evidence that a higher level of stabilization could more 
usefully and honestly be adopted. 

The first alternative, namely, that further action 
may be necessary, links up very clearly the questions of 
stabilization and tariffs and, indeed, there is a body of 
opinion that holds that the general level of the tariff should 
be fixed first, and the stabilization point made to conform. 
Be that as it may, there is no doubt that the Government 
ought to declare its tariff intentions at a very early date, 
and to that extent the more extreme Tariffists in the 
House are justified in pressing for an early decision. 
Until the Government does so, both the business and 
financial world will be beset with uncertainty, and, 
in particular, it will be impossible to make any forecast 
as to when sterling is going to be stabilized. Again, 
the longer the delay the greater the opportunity of 
forestalling the tariff, and, to mention a more psychological 
matter, the greater the irritant effect upon feeling abroad. 
Moreover, a British tariff will inevitably have serious 
repercussions abroad, and it is as well that these should 











206 THE BANKER 


be known before the crucial date of February 29, when 
the German standstill agreement is due to expire, is 
reached. Finally, the British Government ought to 
lay its cards on the table in advance of the International 
Conference which Mr. MacDonald envisages and which 
ought to be convened with the smallest possible delay. 

For these reasons, the Government ought not to 
await the Ottawa Conference which is not due to meet 
until July, but should ask the Ottawa Conference to fit 
its recommendations into the already announced tariff 
policy of Great Britain. We propose to go further 
than this. It is desirable that, at present, any tariff 
adopted by Great Britain should be of a kind calculated 
to lower and not to raise tariff walls abroad, and, to put 
the matter bluntly, this means that Great Britain must 
rely mainly on the stabilization and devaluation of 
sterling as a means of assisting British industry and must 
only superimpose thereon what the Continentals define 
categorically as a low tariff. We have already seen that 
the stabilization of sterling at $3-90 should give British 
industry a relative advantage of I3 per cent. If to 
this be added a low tariff, w hich by definition does not 
exceed I0 or 15 per cent., then British industry should 
have obtained all the help it needs. Such a tariff would 
not, of course, exclude measures to deal with dumping, 
or with excessive importations of luxury goods or products, 
and, in fact, a bill has already been passed through 

-arliament by the new Government giving the Board of 
Trade full power to impose prohibitive customs duties 
running up to 100 per cent. upon manufactured goods 
being imported in such abnormal quantities as to threaten 
our stability, and in certain cases duties of 50 per cent. 
have actually been imposed. 

In short, the Government in their tariff policy must 
have regard to the urgent need for “ the straightening 
out of the economics of Europe,” to quote Mr. MacDonald’s 
extremely apt words. Little need be said here, for the 
European deadlock is discussed fully upon a later page. 
Yet were the standstill agreement to expire amidst 
chaos and bankruptcy early next year, the repercussions 
in the banking world in most financial centres would be 
very serious indeed, and, on this point, too emphatic a 
warning cannot be given either to the British or to 
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foreign Governments. Joint international action must 
be taken before February 29, and, if that action is to be 
effective, the necessary preparatory work ought to be 
set in train at once. Again, it must be realized that, on 
this occasion, bankers and politicians must work together, 
and that there must be no tossing of the German problem 
from Basle to London and back again, as occurred last 
summer. Sir John Simon brings a new mind and a new 
outlook to the Foreign Office, and this gives us every 
hope that our contribution to international action will 
be conceived upon the scale that the urgency of the 
situation demands. 

For the rest, Mr. MacDonald well said “‘ we are 
pioneers.”” It is the duty of all of us to approach the 
weighty problems of the day with an open mind and with 
a desire to help all we can. It is equally the duty of the 
Government to recruit all the specialized help it needs 
as widely as it can. Only in this way can we achieve that 
united national effort which the present emergency 
demands. 


Bankers and the Gold Standard 


RIGADIER-GENERAL SIR ARTHUR MAX- 
B WELL, in his Presidential Address to the Institute 

of Bankers on November 12, dealt with some im- 
portant aspects of the suspension of the gold standard and 
the future monetary policy of thiscountry. His comments 
were naturally of a guarded character, and he realized 
to the full that it is difficult as yet to lay down any 
definite lines of policy. At the same time, his speech, 
representing as it does an authoritative British banking 
point of view, is of great interest and importance to the 
financial world. 

Sir Arthur Maxwell said : 

It is not the first time that sterling has been forced 
off the gold standard, but, when the exchange rates 
were unpegged after the War, the cause of the depreciation 
of sterling and the immediate course which we should 
follow were both comparatively clear. In the present 
case, the causes have been difficult to follow and the 
future policy much more difficult to decide upon. 
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I feel justified in saying that these causes are obscure, 
because, when I study the explanations given in public, 
I find that almost the only point of agreement between 
them is that they disagree with one another on some 
essential matter, and the confusion becomes even more 
complete when the experts publish opinions concerning 
future policy. 

The differences of opinion are very largely due to 
the fact that observers have in many cases failed to 
distinguish between those causes which are general and 
affect the whole organization of the world and those 
which are special and peculiar to Great Britain. 

The special circumstances which affect Great Britain 
particularly are easier to distinguish and define than 
those which affect the whole world generally. 

The immediate cause of the suspension of the gold 
standard in this country is evident. It was a failure of 
confidence in the pound sterling, chiefly on the part of 
foreign holders of sterling, and there are few who will 
deny that our difficulties have been largely increased by 
heavy Government expenditure and taxation and by 
our failure, since our return to the gold standard in 1925, 
to adjust the costs of production, and particularly wages, 
which provided a chronic state of weakening in our 
balance of international trade. 

The general causes have, however, been less well 
defined and in many cases much misunderstood. For 
instance, it has been frequently stated that the mal- 
distribution of gold has been one of the principal causes 
of our difficulties, but, as you are aware, the distribution 
of gold is not in itself a cause, but is a symptom by which 
one may judge whether the mechanism of exchange and 
international payments is working well or badly, and the 
mal-distribution of gold, which has become so acute 
during the last year, is a clear symptom that the balance 
of international payments has been abnormally disturbed. 

The real complaint which might be made against the 
gold standard system is not that it has worked badly 
but that it has worked too well and too accurately and 
has brought to light too clearly the disturbance in 
international financial relations. It would be as reason- 
able for a patient to complain when the thermometer 
shows that he has fever as to complain of the recent 
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movements of gold which, in effect, are only a clear 
indication of the feverish and nervous disorder of the 
world’s financial system. 

The gold standard in so far as it has worked normally 
has done so because certain implicit assumptions have, 
in fact, been fulfilled. One of the principal implicit 
assumptions which have been made up till now is that 
those to whom debts are due will act in a way which may 
be described as “ rational,’ by which I mean that they 
will be influenced to a measurable extent by the rate of 
interest which they can earn from various debtors and, 
consequently, that the quantity of short-term invest- 
ment, and eventually long-term investment also, may be 
regulated almost entirely by alterations in interest 
rates. For a time after the War the old system appeared 
to be working fairly well. Short-term investment began 
to move as it should according to the rules and, to a 
certain degree, long-term investment also, but before 
the end of 1929 intelligent observers began to notice 
that progress was no longer following the normal lines. 
The experience of investors in those countries which 
had suffered a severe depreciation in their exchanges 
made them slow to enter into long-term investment 
abroad, and this was particularly noticeable in the case 
of France, which before the War had been one of the 
largest foreign investors and, since the stabilization of her 
exchange, might still have been so again. In the U.S.A., 
where since the War there were also increasingly large 
balances available for foreign investment, the crisis of 
1929 shook the faith of investors in such a way as to cut 
off practically all foreign long-term investment. In 
other countries also, various causes reduced the amount of 
foreign long-term investment. The disinclination to supply 
long-term loans with surplus balances left an increasing 
mass of floating credit, which for the time being moved 
according to the rules to the centre where it could earn 
the highest interest, but it was essentially volatile and 
its existence set up a condition where any further loss of 
confidence might involve immediate and catastrophic 
consequences. 

It is important to realize that, before this country 
was actually forced to leave the gold standard, we were 
placed by the development of general world conditions 
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in a potentially dangerous position, principally because, 
as a result of foreign confidence in our strength, we held 
a large part of the most volatile foreign balances. 

The withdrawal of these foreign balances was one of 
the main contributary causes which forced us off the 
gold standard. 

Apart from exceptional causes such as I have 
mentioned, our trade position had been affected by the 
continuous fall in gold prices. This fall in prices, occurring 
when there has been superimposed on the War debts 
and reparation obligations a mass of debts incurred, 
often unwisely, for non-productive purposes, has so 
aggravated the burden of these debts upon the world’s 
productive classes that in some countries the burden has 
become impossible, in others it is approaching, if it 
has not reached, the breaking point. It has fallen with 
particular harshness upon the primary producers through- 
out the world, and their inability to purchase the products 
of industry, together with a shrinkage in certain markets 
for other reasons, has in turn spread the trouble, causing 
general unemployment and the other distressful features 
of the situation with which we have grown so familiar. 

If I attempted to analyse the causes of the fall in 
prices I should be wandering too far from my point into 
a controversial wilderness. 

But what about our own position? Are we entirely 
the victims of an international breakdown or are there 
weak spots in our armour? As I have already said, the 
fall in price levels, and other developments over which 
we had no control, have aggravated our difficulties, but 
it must be admitted that since the War we have not made 
a serious effort to deal with them. 

We depend for our existence upon our exports to 
pay for the food and raw materials, but we have watched 
our competitive power in the world’s markets gradually 
shrinking without any real effort to restore it, and have 
been living on hopes that something would turn up 
before matters became desperate. The results have 
shown themselves clearly in a diminishing balance of 
trade and a growing army of unemployed, which has 
never fallen below 1,000,000 since Ig2TI. 

Side by side with this deterioration in our trade 
position, there has been a reckless growth in national 
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and local expenditure for unproductive purposes, which 
has been met by serious encroachment on our taxation 
reserves and imperilled our budgetary position in such 
an emergency as has been created by the fall in the 
world’s price level. But though we have never taken any 
effective steps to deal with these tendencies, they have 
been recognized and watched by foreign observers, and 
for several years have given rise to serious misgivings. 

So much for the causes which led up to the announce- 
ment on Monday, September 21, that the Government 
intended to relieve the Bank of England of their obligation 
to pay gold on demand. 

It is clear that a depreciation in sterling will give a 
transient stimulus to British trade, and there may be 
some benefit to be derived from the point of view of those 
who welcome it as a liberation from old-fashioned ideas 
and prejudices, but depreciation might become definitely 
dangerous to us because of the praise of those who claim 
the event as a clever stunt designed to give us a trading 
advantage over our rivals in other countries or as an 
instrument of social readjustment. I must describe this 
attitude as dangerous. The pound sterling is the standard 
by which all values and debts are measured in this 
country. It has been an international standard in which 
many other countries have contracted to carry out their 
obligations and under which much of the trade of the 
world has been carried on. Many foreigners have treated 
sterling as gold, and the breakdown of sterling has 
inflicted much unmerited hardship which we in this 
country sincerely regret. Such losses might be forgotten 
if they were fortuitous, but, if it is suggested that we 
left the gold standard deliberately, a foreign observer 
can hardly fail to draw the conclusion that anything 
which has been done deliberately once might be done 
deliberately again, and it is difficult to over-estimate 
the havoc that uncertainty concerning the value of sterling 
in terms of other currencies will do to English trade and 
finance. Further, if we were to alter the gold value of 
sterling intentionally for our own gain, it would be as 
dishonest as it would be for a tradesman to tamper 
with the weights of his scales, and I take this opportunity 
of repudiating any suggestion that the depreciation of 
sterling was in any sense deliberate. 

R 
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You will remember that it was laid down in the 
Macmillan report (par. 253): ‘“‘there is, perhaps, no 
more important object within the field of human technique 
than that the world as a whole should achieve a sound 
and scientific monetary system. But there can be little 
or no hope of progress at any early date for the monetary 
system of the world as a whole, except as the result of 
a process of evolution starting from the historic gold 
standard.”’ The personnel of the Macmillan Committee 
was markedly diverse, but I believe none of them 
dissented from this statement. 

The Committee suggested a process of evolution which 
points to a gradual change of character. Recent events 
have not been gradual, but they have shown that a change 
of character will inevitably take place. 

It may be that we shall not go back to the gold 
standard as it has been worked in recent years, but it 
is not yet the time to make a final decision on that point. 
Until the time comes for that decision the plausible 
substitutes which are being pressed forward for political 
and other reasons should be regarded with the greatest 
caution. For instance, that we should abandon, for the 
time being at all events, the attempt to find a workable 
standard for the whole world, and that the countries 
which use sterling or have linked their currency with 
sterling, with the nations of the British Empire as a 
nucleus, should unite with the object of achieving 
stability of prices within a limited area, leaving the rest 
of the world to work out their own salvation. 

Again, that we should cut our currency off from any 
fixed relation with those of other countries, concentrate 
on stability of the internal price level, and let our exchange 
rates vary at will. But for a country whose trade and 
industry are so intimately related to those of other 
countries, internal stability of prices alone would not 
suffice. For a nation which is largely self-supporting, 
it may be possible to isolate currency and trade problems 
and solve them disregarding the interests and actions 
of the rest of the world. But in a thickly populated and 
highly industrialized island which depends upon its 
foreign trade for about five-sixths of its food, and 
probably a similar proportion of its raw materials, 
which must be paid for at the price and in the currency 
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demanded by the sellers, a policy of isolation must 
be disastrous. 

Our rulers will eventually have to decide whether 
we are to return to a gold standard, and, if so, whether 
at the old parity or at a lower parity. These are questions 
for the comparatively distant future. 

For the moment there are certain matters upon 
which early action must be taken, and it is not very 
comforting to find that they are precisely those points 
upon which we have been so liberal in advice to others 
in the past. 

It appears essential, in the first place, to achieve an 
ordered relation between sterling and the other chief 
currencies of the world, and for the present this can best 
be achieved by stabilization de facto as soon as it is clear 
at what level this can be achieved. 

In the second place, Government finance must be 
rehabilitated, and, in the third place, our private 
expenditure and foreign purchases must be fashioned 
to fit our reduced means. A favourable trade balance 
must be restored and our costs must be brought into 
line with those of our competitors. It has to be considered 
how far the weapon of a tariff can be used with that 
object. If, and to the extent that, such a weapon is 
used, our position as a great international trading nation 
must not be overlooked. 

Our own problems are urgent and must be met, but 
even if we meet and solve them, it is useless to think we 
can return to prosperity alone. The world is out of joint 
and, without a general restoration of confidence in the 
future, no real progress is possible. One of the first 
steps is without doubt an international conference with a 
view to remove at least part of the burdens of War debts 
and reparations from the shoulders of those nations 
which cannot support the burden. For years the spectre 
of the ultimate breakdown of the reparation agreements 
has haunted business men everywhere with the possibility 
of grave financial disasters, involving both governments 
and industries, and until that spectre has been definitely 
removed, we need not expect a revival of business 
enterprise. Closely allied to this question is the necessity 
for conferring on the removal of the obstacles to the free 
play of international trade. A new outlook is needed 
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involving a truce between nations in the use of those 
economic weapons which since the War have taken the 
place of high explosives. 

Before I finish my address, I should like to say a 
few words about the part played by the banks in the 
recent crisis. The electors have been informed that the 
whole affair was a “ bankers’ ramp,” and that, if an 
industrial organization obtained political domination, 
the banks would be brought under control. The good 
sense of the electors has effectively decided that matter. 

I looked up in the dictionary to see exactly what is 
meant by a “ramp,” and I find such a definition as 
highwayman, robber, swindler. It seems to be an essential 
part of the meaning of the word that the authors of the 
“ramp” should be trying to get something out of it. 
Which are the banks that swindled the late Government ? 
And what conceivably is the benefit which the banks 
were trying to get for themselves? The accusation is, 
as far as I understand it, that the banks insisted on 
certain Government economies under penalty of with- 
holding supplies and with the object of forcing a change 
of government. It may refer to foreign bankers, or to 
the Bank of England, or the commercial bankers. I 
cannot speak for foreign bankers except to say that if 
a government applies to a foreign bank for financial 
assistance, that foreign bank undoubtedly has the right 
to state its terms. I am equally unable to speak for the 
Bank of England. It is clearly in a special relation to 
the British Government, being its banker, and owes a 
duty to assist the Government in financial matters. 
It has been authoritatively stated, however, that the 
Bank of England did not offer any advice as to the nature 
of the steps to be taken to balance the Budget, but said 
that it was for the Government to decide what economies 
should be made or what new taxation should be imposed. 
As regards the commercial banks, I can say that any 
representations made by them took the form of a warning 
of the danger facing the country, but did not contain 
any specific suggestions whatever with regard to the 
nature of the “cuts” in expenditure or the additional 
taxation to be made. 

Another accusation which went the round of the 
election committee rooms was that the banks of this 
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country precipitated the crisis because they pursued a 
policy of borrowing short and lending long. What 
exactly this means I do not know any more than those 
who so glibly repeated it. It is of course well known 
that it is contrary to the universal practice of English 
banks to lend long. 

It might be meant to apply to the money locked up 
in Germany by the recent “standstill’”’ agreement. 
The money of the British banks on deposit with German 
banks was strictly moderate in amount, and the bulk 
of the commitments were in the shape of acceptance 
credits for the financing of the movement of goods. 
There is nothing for us to be ashamed of in this episode 
of recent banking history. The manifold obstacles to 
international trade have been among the principal 
afflictions from which the world has been suffering, and, 
if this country had withdrawn from the world the banking 
facilities which we normally give for financing the 
movement of goods, we should merely have precipitated 
the crisis we wished to avoid. 

Now that we are on the subject of the part played 
by the banks in recent events, may I advocate closer 
co-operation between them than has been displayed in 
the past ? I do not deny that the existence of a competitive 
spirit among the banks is evidence of a healthy banking 
system, but competition and co-operation are not 
necessarily incompatible nor injurious to the interests of 
the public. There have been times during the past few 
years—I need not particularize, but some of my audience 
will, I think, endorse my view—when a little more know- 
ledge by the individual banks concerned of what was 
being done by their competitors, would have avoided 
losses. 

No one will maintain that any system cannot be 
improved, but certain politicians have gone further and 
have threatened that, in order to punish and correct 
our shortcomings, they will, if they come to power, take 
steps to bring the banks under political control. There 
is a condition contained in that threat which may never 
be fulfilled. But, be that as it may, I want to state, with 
all the emphasis at my command, that any attempt to 
bring the banks of this country into the whirlpool of party 
politics would be disastrous. There is hardly a country 











216 THE BANKER 


of any importance which has not had to face a series of 
bank failures, in several countries on an alarming scale. 
Whatever the faults of bankers in this country, it must 
at least be admitted that we have avoided so far anything 
of that sort. 

I at least will maintain that it is not a mere coincidence 
that the banking system of this country, which has 
displayed such stability in the midst of almost universal 
vicissitudes, is the banking system which is distinguished 
from almost every other by its freedom from governmental 
interference. 

It has been the traditional policy of the Governments 
of this country not to interfere with the banks but to 
trust them to carry on their own business. It is in no 
small measure due to this policy that our banking system 
has been developed upon a sound financial foundation. 

In conclusion, I would say this: whatever decision 
may eventually be taken concerning currency questions, 
the future of this country depends primarily upon the 
initiative and drive of the people in it. No amount of 
currency manipulation, no quantity of conferences or 
international negotiations can alone supply prosperity 
to our industrial and agricultural life. Recent events 
show that as a nation we have at last recognized that the 
solution of our difficulties lies in our own hands, and can 
only be dealt with by a national effort. I doubt if it is as 
yet sufficiently realized how long and painful that effort 
must be, by public and private economy, by hard work 
and by continual research in the broadest meaning of 
the term. Our duty is clear. It is for each of us to carry 
it out, and, if each member of the community perseveres 
in his own sphere, there is no difficulty, no depression, 
which we will not overcome. 





The Standstill Agreement and 


Reparations 


FTER a fortnight of extremely difficult negotiations, 
A= agreement has at last been reached between 
the French and German Governments as to the 
procedure to be followed in the matter of reparations 
after the end of the Hoover moratorium. Neither of the 
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two parties have conceded any part of the principles 
upon which their attitude towards this question is based, 
and the gulf between them remains as wide as ever, as 
far as fundamentals are concerned. But, in the circum- 
stances, the agreement on procedure ought to be regarded 
as a gratifying achievement, even if it has done nothing 
more than provide a formula enabling the Governments 
to avoid a breakdown of negotiations. It was, indeed, 
impossible to expect that the conversations pursued in 
Paris and Berlin since M. Laval’s return from Washington 
should lead to anything decisive. Consequently, the 
suggestion that Germany should request the Bank for 
International Settlements to set in motion the Young Plan 
machinery devised in case Germany is unable to continue 
transfers is quite reasonable, especially as it is understood 
that the Advisory Committee, formally provided for the 
purpose by the Young Plan, may have the assistance 
of a special sub-committee charged with the duty of 
assessing Germany’s entire foreign liabilities, both com- 
mercial and political. 

Banking interests all over the world are following the 
developments with keen interest. They are not mere 
onlookers, but interested parties, and the extent oftheir 
interest which is at stake is substantial. The fate of 
their claims against German banks and commercial firms 
depends to a great extent upon the outcome of the 
conferences that will be held in the course of the next 
two months, which will have to decide whether repara- 
tions or commercial debts have a prior claim on Germany’s 
depleted resources. Heated controversy is raging around 
this point in the international press, and each party is 
defending its standpoint with the utmost determination. 

Let us try to examine the question dispassionately. 
The French standpoint is that Germany’s reparations 
liabilities, as fixed by the Young Plan, enjoy an absolute 
priority over any commercial liabilities other than the 
Dawes Loan and the Young Loan. Thus, if Germany 
does not possess sufficient resources to meet all her 
external liabilities, reparations claims will have to be 
satisfied first. While France is prepared to forego the 
conditional annuities should the committee to be ap- 
pointed by the Bank for International Settlements declare 
that Germany is unable to pay them, she insists upon the 
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resumption of the payment of the unconditional annuities 
after the conclusion of the Hoover moratorium. In the 
present conditions, this would mean that Germany would, 
in practice, be unable to make any payments on account 
of her short-term commercial liabilities which are fixed in 
the Standstill Agreement, while as the report of the Basle 
Conference of Experts held last August pointed out, it 
would be impossible to fund her commercial obligations 
by means of a long-term foreign loan, unless world 
financial opinion were satisfied that “‘ the international 
payments to be made by Germany will not be such as to 
imperil the maintenance of her financial stability.” 

The main argument put forward by the French Press 
against a priority of these short-term credits is that they 
have been granted by British, American, and other 
foreign banks in a speculative spirit, for the sake of 
abnormal profits. In fact, some newspapers have gone 
so far as to state that French balances in London and 
New York, on which France was receiving 1} to 2 per 
cent., were re-lent to Germany at 8 to Io per cent. As 
abnormal profit implies abnormal risk, should these 
figures be correct, it would certainly weaken the moral 
claim of foreign banks for preference or even for equal 
treatment. In reality, however, profits on German 
credits were by no means abnormally large. As far 
as London is concerned, by far the greater part of 
German commitments assumed the form of acceptance 
credits. The standard rate of commission on such 
credits before the crisis was } per cent. for three 
months, or $ per cent. per annum. A German bank, 
by paying this commission, was enabled to have its 
sterling bills accepted by a London house, or to place 
them in the London market, at the current rate for fine 
bank bills, which was for some time about 2} per cent. 
Thus, the total cost of borrowing was for a time no more 
than about 23 per cent. per annum. In the case of com- 
mercial firms arranging direct credits in London without 
the guarantee of a German bank, the commission was 
higher, but even in such cases the cost of the credit was 
hardly above 3 per cent. This certainly cannot be 
regarded as abnormally high, and the margin of profit 
does not allow for any exceptional risk. The rate paid 
by German banks on foreign sterling and dollar deposits 
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was also much below the figures mentioned in the French 
Press. During the first half of 1931, it was between 
34 per cent. and 4 percent. It is true that a much higher 
rate was paid on reichsmark deposits, but as most foreign 
banks covered the exchange risk on such deposits, the 
cost of the forward transaction reduced the net yield to 
the vicinity of the rate paid on sterling or dollar deposits. 

It ought to be borne in mind that but for the foreign 
short-term credits, Germany would have been compelled 
to discontinue the payment of reparations early in 1929. 
While until 1928 she was able to meet her reparations 
liabilities out of the proceeds of long-term borrowing, by 
1929, as a result of the Wall Street boom and the sub- 
sequent slump, it had become impossible for her to issue 
any more loans abroad. As her trade balance did not 
produce a sufficiently large surplus to cover reparations 
annuities, it was only by means of short-term borrowing 
that she was able to avoid a default on her reparations 
payments, or at least the invocation of the postponement 
of transfer clauses of the Young Plan. In addition to 
facilitating transfers by providing a support to the 
reichsmark, these credits financed a great part of German 
exports, and without them the trade balance would have 
been strongly adverse. The French participation in these 
credits was only 5 per cent., while France benefited by 
the reparations which could not have been paid without 
these credits, to the extent of 52 per cent. Considering 
this fact, the banks which enabled Germany to pay 
France reparations are morally entitled to a considerate 
treatment of their claims on her part. 

But even strictly on the basis of the Young Plan the 
bankers’ claim for a priority of commercial liabilities has 
a very strong case. Although the method by which the 
Young Committee arrived at the figure of Germany’s 
capacity to transfer reparations has never been disclosed, 
it may be safely taken for granted that the basic 
calculations must have allowed for interest and repayment 
of foreign debt, both long-term and short-term. Article 4 
of the Young Report states: “‘ We believe that in the 
scale of annuities and the conditions recommended we 
have given proper regard to the potentialities of all the 
economic conditions and financial forces normally and 
naturally involved.” It is beyond doubt that they 
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regarded the charges of the country’s external commercial 
indebtedness as one of the normal factors affecting 
Germany’s capacity to pay, and calculated the amount 
available for reparations after deducting the amount 
normally required for these charges. If, owing to the 
unforeseen reduction of Germany’s capacity to pay, it 
has become necessary to revise the calculations, there is 
no reason to alter the method by which the original 
figures were arrived at in Ig29. Germany’s capacity to 
pay reparations is represented by the surplus of her 
visible and invisible exports over her visible and invisible 
imports, and in the latter item the charges of external 
commercial debts are necessarily included. 

It may be argued against this that the Young Plan 
allowed only for normal interest upon and repayments of 
debts, while Germany is at present confronted with the 
unusual demand of having to repay within a short period 
short-term debts amounting to some 8 milliard reichs- 
marks. Obviously, the repayment of such an amount 
would eliminate the possibility of any surplus for 
reparations for a series of years. But nobody seriously 
expects Germany to repay the whole of her external 
short-term indebtedness. A considerable part of it 
corresponds to normal and natural requirements, and is 
sound and self-liquidating. While a reduction of the 
outstanding amount, in part by repayments and in part 
by consolidation, is undoubtedly desirable, there is no 
reason why a great part of the credits should not be 
carried on normally in their present form. Provided that 
Germany’s credit is restored, foreign banks are only too 
willing to continue their credits, and this apart from the 
possibility of funding operations, which, as previously 
remarked, are contingent upon a practicable readjust- 
ment of Germany’s external liabilities. But so long as 
the shadow of excessive reparations claims is hanging 
over Germany every banker is only too anxious to with- 
draw his credits by the earliest opportunity, while there 
is no chance of carrying through a funding operation. 

The solution of the deadlock lies with France. If she 
is prepared to agree to a reasonable reduction of her 
reparations claims, Germany’s banking creditors will 
certainly not insist upon the full repayment of their 
claims. While a certain percentage of repayment is 
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desirable in order to indicate that the credits are not 
“ frozen,’’ a great portion of it could be consolidated by 
funding through an external guaranteed loan, while the 
rest could be carried on in their present form. German 
exports would undoubtedly benefit by the restoration of 
normal credit conditions, and the country’s capacity to 
discharge her reduced reparations liabilities would in- 
crease. But it would be hopeless to attempt to fix once 
more the amount payable in reparations above her actual 
capacity to transfer payments, for, while in the past 
Germany was able to raise the difference by external 
borrowing, it is certain that, should no satisfactory 
settlement be reached about reparations, she will never 
be able to borrow abroad. 

The problem of short-term credits and reparations is 
inseparably interwoven, and has to be solved in a con- 
ciliatory spirit by concessions and sacrifices on the part 
of all parties concerned. By insisting upon the full and 
immediate repayment of short-term debts, bankers would 
jeopardize their chances of being repaid. By insisting 
upon excessive reparations payments, the French Govern- 
ment would further reduce Germany’s capacity to pay. 
The interests at stake are enormous. A failure to reach 
agreement may result in a financial and political collapse 
in Germany, and the necessity of supporting the banks 
involved in Germany may compel several countries to 
inflate, thereby increasing the international currency 
chaos. Political and financial uncertainty would aggra- 
vate the economic crisis, and France could not, in the 
long run, remain immune from its effects. 

In view of the grave decisions to be taken, we are 
extremely unwilling to say one word which might 
embarrass the principals in current negotiations, the more 
so as by the time this issue appears the outlook may 
have definitely clarified. Yet we would remind the world 
that time is getting short, for the standstill agreement is 
due to expire on February 29, and already German 
renewal bills are proving to be not wholly acceptable in 
the London market, while some doubt has arisen as to the 
status of three months’ renewal bills drawn in December 
and therefore maturing after February 29. Some attempt 
has been made to dispel these doubts, for the German 
Government has let it be known that no discrimination 








222 THE BANKER 


will be made in respect of the redemption of these bills 
on their maturity, but this reassurance is deprived of 
most of its value by the knowledge that it is not 
Germany’s will but her ability which is at issue. 

For these reasons we are glad that no undue delay 
is to take place before the Young Plan Advisory 
Committee is convened, and we would add that whatever 
legal form the discussions take, they should, in fact, cover 
the whole field of Germany’s resources and liabilities. 
Furthermore, we press most strongly that a wide, generous 
and constructive view be taken by all concerned, and 
that we are spared those continual rumours of friction, 
dissension, and breakdown with which former inter- 
national conferences have been attended. Finally, the 
key to the whole problem is not “ what is right or 
equitable,” but ‘‘ what is practicable.” This is the spirit 
in which the deliberations and investigations should be 
pursued. 


Imperial Monetary Reorganization 


ARLY in November a report was issued by a 
E joint committee of the Federation of British 
Industries and the Empire Economic Union, ap- 
pointed to examine and report upon Empire Currency 
and Financial Policy. The report touched upon many 
questions, including those of tariffs, of which many of 
the Committee’s members are well-known advocates, 
and it showed little signs of realizing that, as is pointed 
out in a previous article in THE BANKER, tariffs and 
monetary policy are complementary questions, and that 
monetary policy can either render nugatory the most 
drastic tariffs or conversely destroy the need for any 
tariff at all. Yet the report did refer to an idea, which 
has for some years been rightly associated with the name 
of Mr. J. F. Darling, namely, the creation of a common 
Empire currency, and even went so far as to envisage 
the development of the Bank of England into ‘“ The 
Bank of the British Empire.” 
Now, at a time when our own economic affairs as 
well as those of the whole world are in the melting-pot, 
it is right to examine every idea, however remote and 
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impracticable it may seem; and the fact that Great 
Britain possesses a Government, which is stable, is 
backed by the most unanimous mandate the electorate 
has ever accorded to a new administration, and, above all, 
which possesses a free hand and has rid itself of all 
trammels and pre-conceptions means that there is an 
almost unprecedented opportunity for the execution of 
sound measures of reconstruction. Prima facie, it certainly 
appears absurd that at a time when everyone is agreed 
upon the desirability of expanding Empire trade, exchange 
fluctuations and discrepancies should occur between 
different members of the Empire upon an even worse 
scale than that of the depreciation of the pound against 
foreign gold currencies. England is at a discount upon 
South Africa, and Australia at a discount on London. 
Canada comes half-way between sterling in London 
and gold in South Africa, and New Zealand half-way 
between Australia and England. The Crown Colonies 
are most of them linked to sterling, and so divorced from 
the Dominions. And amidst this chaos, public opinion 
rightly deplores the plight of the Empire, but when it 
thinks of remedies, cannot get beyond tariffs and pre- 
ferences with all the heated opposition that they arouse. 

There is good ground for arguing that the abolition 
of internal exchange fluctuations between the different 
members of the Empire, together with the stabilization 
of sterling and other Imperial currencies at a suitable 
gold parity which need not be far from sterling’s recent 
level of rather less than $4, would do more for Imperial 
trade than the largest practicable measure of tariffs and 
preference. Space forbids the development of this argu- 
ment, which, after all, consists of well-known economic 
theory, but one practical point may be mentioned. 
It is, that nothing kills trade like uncertainty as to 
exchange rates; and it is with that uncertainty that 
Empire trade like world trade is now beset. 

At the same time, there are grave difficulties in the 
way of establishing a universal Empire currency and 
these must now be faced. Firstly, there is the question 
of Sovereignty. The Dominions now have the right to 
manage their own internal affairs, and the management 
of their currency is an important part of this right. 
They could not be asked to surrender their powers in 
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this respect, and to leave such questions as their note- 
issue and the guidance and conduct of their monetary 
and banking system to some outside body such as an 
Empire central bank. Allied to this all-important 
question comes the fact that not all members of the 
Empire use sterling as their currency. Canada has her 
dollar and India her rupee, while certain of the Crown 
Colonies possess their own monetary units. In no case 
could a country be asked to abandon its money, whose 
use is irrevocably established by custom, tradition and 
prestige. 

Next there are important special cases. Canada is 
one, with her close geographical, commercial and financial 
links with the United States. It is not generally realized 
in England how closely Canadian banking and finance 
is connected with New York—so much so that Canadian 
banks habitually use the New York call market as the 
normal and proper outlet for their surplus funds. India 
is another, and still more insuperable obstacle, for 
no one can envisage any conditions under which it would 
be right or practicable to ask India to abandon her 
rupee. It is only necessary to recall the many grave 
difficulties that have arisen in past years, during the 
process of separating the rupee from silver and linking 
it first to gold and to-day to sterling, to show that here is 
a deadlock which it is dangerous even to approach. 

The third of the more important special cases is 
South Africa. Gold is one of South Africa’s staple 
products, and while the pressure of events and also of 
public opinion may unite to drive her temporarily off 
the gold standard she naturally objects to any monetary 
change which might diminish the demand for gold. 
Furthermore, she has bitter memories of the establish- 
ment of the gold premium at the end of the war, followed 
by the slow and painful climb back to parity which, to 
her, meant a falling price of gold with mining costs 
obstinately but inevitably lagging behind, so that in 
the end she had to face a revolutionary outbreak on the 
Rand. South Africa would, doubtless, welcome the 
disappearance of exchange fluctuations within the British 
Empire, for even the recent depreciation of sterling has 
caused grave inconvenience to her industries. She 
might even consider a common Empire currency, but 
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she would certainly ask that it should be based upon 
gold and that if any devaluation below the present 
parity took place, it should be kept strictly within 
bounds. 

Finally, comes the position of London and the Bank 
of England. London is still the world’s financial centre, 
and is not going to abandon that position even to become 
the financial centre of the British Empire which, after 
all, she really is to-day. The Bank of England is one of the 
world’s leading central banks, and has to look to Paris 
or New York, Berlin or Basle, just as often and as keenly 
as she looks to Sydney or Montreal. Were the Bank of 
England to become the Bank of the Empire, she might 
well find her reserves at the mercy of events in Canada, 
Australia or New Zealand, and she would rightly want 
control over events in the Dominions, just as she exercises 
control over events in the City of London. An Empire 
discount rate and monetary control imposed from London 
and over-riding the banking authorities in the Dominions 
would be the Bank of England’s clear due, yet it would 
not only be impracticable but would ask of the Dominions 
an intolerable sacrifice of their independence. 

Having outlined the difficulties in the way of an 
Empire currency, here let us pause a while and ask, is 
an Empire currency really necessary if we are to reach 
our objective? Let us also seek for useful precedents 
elsewhere. A generation ago, the banking system of 
the United States was hopelessly disorganized, so much 
so that it was not uncommon to find something very 
like a variable rate of exchange existing between one 
end of the United States and the other. As is well 
known, this state of chaos was put an end to by the 
creation of the Federal Reserve Banks, providing a central 
bank for each of twelve territories. Within very broad 
limits each Reserve Bank is free to carry out its own 
policy and to exercise supervision over the banking 
system of its territory. It is true that an integral part 
of the system is the Federal Reserve Board at Washington, 
which acts as a supervising authority over the Reserve 
Banks, and which controls them even to the point of 
making them come to the Board for leave to change their 
rediscount rates. It does not follow that control carried 
to such a degree need be part of the precedent. 
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Coming closer to our objective, there is also at 
Washington an organism known as the Gold Settlement 
Fund, which in reality is a clearing mechanism between 
the twelve Reserve Banks. Each Reserve Bank has an 
account in this fund, and payments between Reserve 
Banks are made by book-entries to the debit and credit 
of these accounts, and needless to say, a Reserve Bank’s 
credit in the books of the Gold Settlement Fund is 
equivalent to gold. The Gold Settlement Fund, indeed, 
works in just the same way as a central bank’s gold 
stocks, though this fact was not always appreciated. 
Thus, during the early days of the war, when America 
was providing the world with food and munitions, 
gold was pouring into New York in payment therefor. 
It was, however, a common complaint at the New York 
Reserve Bank that as fast as gold came into their vaults 
on the one hand, they were losing on the other hand 
their balance in the Gold Settlement Fund. New York 
had overlooked the simple fact that inasmuch as 
Europe’s food and munitions came impartially from all 
the twelve Reserve Bank territories, so did the payment 
therefor percolate back through New York into the 
remaining Reserve Bank territories. 

Now, despite the control exercised by the Federal 
Reserve Board, each Reserve Bank is able to adjust 
its policv to its needs. There is never a uniform 
rediscount rate in force all over the United States, and it 
is common, especially when the farmers’ demand for 
credit is at its height, for the interior rediscount rates 
to be higher than those current on the Atlantic seaboard. 
In short, here is a precedent which is well worth examina- 
tion, though not slavish imitation, by those concerned 
to devise a practicable monetary policy for the British 
Empire. 

The suggestion made is that while each member of 
the Empire should preserve its financial autonomy and 
its own currency, there should be created a common 
Empire exchange pool, analogous to the American Gold 
Settlement Fund. Each central bank or other note- 
issuing authority in the Empire should be entitled to 
regard the amount standing to its credit in the pool as 
part of its legal reserve. Finally, each central bank 
or other note-issuing authority should engage to redeem 
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its own notes in exchange for notes current in other parts 
of the Empire at par. In most cases this par would be 
the existing par of exchange, and, in particular, where 
two members of the Empire both employ sterling, par 
should be on a one-to-one basis. Still, the inception of 
this scheme would provide an opportunity for altering 
the existing pars of exchange between different parts of 
the Empire if by mutual agreement a change were thought 
desirable. 

It is further suggested that these changes would do 
all that was necessary to abolish exchange fluctuations 
between various members of the Empire. Obviously, 
transactions inside the Empire would be covered by 
corresponding transfers between different accounts in 
the pool. It is also clear that if one member of the 
Empire found that by reason of an adverse trade 
balance vis-a-vis foreign countries, or for any other 
cause, its currency was beginning to depreciate against 
foreign currencies, it would equally find that arbitrage 
operations in other Imperial currencies, including sterling, 
immediately began to bring its currency back into line 
with those of the Empire at large. Conversely, Empire 
currencies as a whole would be dragged down slightly by 
such a train of events, but as these arbitrage operations 
would immediately reduce the debtor member’s balance 
in the pool, there would be a strong inducement to the 
debtor to take appropriate action to rectify the position. 

It is equally clear that this scheme would not 
preclude banks anywhere in the Empire from buying 
and selling both Empire and foreign exchange on their 
own account, though Empire exchange would auto- 
matically be dealt in at par. Nor is there any reason 
why members of the Empire should not import or export 
gold as they thought fit, just as gold passes into or 
out of the United States either at New York or San 
Francisco. London would in practice be just as free to 
carry on its international financial business as before, 
the only difference being that a closer watch would have 
to be kept on the course of Empire trade and finance 
than hitherto. This in itself would not be a bad thing, 
and as London has for long had to meet the reactions of 
cross-currents between foreign centres, this new require- 
ment would present no difficulty. 

Ss 
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While an Imperial Board of Management would 
clearly have to be appointed to administer the pool, 
it is not proposed to give it the powers of the American 
Federal Reserve Board. It might, however, usefully 
prepare from time to time a report on the state of affairs 
and issue it to the central banks of the Empire. This 
report should be purely informative, and even the 
slightest attempt to exercise control should be 
scrupulously avoided. This is essential if the scheme is 
to meet the requirements of the special cases of India, 
Canada and South Africa, and also if it is to avoid any 
infringement of the constitutional rights of the Dominions. 

This scheme is in no way dependent upon either the 
restoration or the abolition of the gold standard. It 
could be made to fit either alternative, except that clearly 
the whole Empire must be either “on”’ or “ off’ gold. 
It renders possible and, indeed, provides an opportunity 
for any revision of the existing gold pars of exchange 
that different members of the Empire may think 
desirable. In short, it aims simply at the object of abolish- 
ing the absurdity of exchange fluctuations inside the 
Empire, and while welding the Empire into a single 
monetary organism, it leaves every member of the 
Empire free to conduct its financial and monetary 
affairs according to its traditions, customs and needs. 


British Banking Inquiries 
By R. D. Richards, Ph.D. 


IV.—THE INQUIRIES OF THE HUNGRY FORTIEs. 

HE “hungry forties’’ were years of exceptional 
anxiety to British bankers, an anxiety which 
reached its greatest intensity in 1847 during the 
third of the big financial crises of the nineteenth century. 
It is therefore not surprising to find that the decade 
1840-50 witnessed three exhaustive banking inquiries, 
and the passing, after many lengthy parliamentary 
debates, of three outstanding legislative measures for 

the regulation of English, Scottish, and Irish banking. 
By 1840, two groups of banking theorists had definitely 
emerged—the so-called “ Banking” and ‘“ Currency” 
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schools. The former was opposed to any legislative 
measures for limiting the amount of paper money issued. 
It maintained that so long as notes were immediately 
convertible there could be no danger of undue inflation. 
The ideal of the latter was a kind of ‘“ managed ”’ cur- 
rency, a policy of restriction. It urged the contraction 
of note issues in the early stages of a financial crisis, 
and was of opinion that such a crisis could be prevented 
from expanding by fixing a definite limit to the issue of 
paper money. One of the most able advocates of these 
views, Samuel Jones Loyd, the famous banker of Loth- 
bury, explained during the 1840-41 inquiry that what 
this school desired was a contraction of note issues “ in 
the early stages of a drain’’ when “it could be borne 
without inconvenience ’’ and “ would necessarily tend 
to counteract and check ”’ speculation, overtrading, and 
an excessive rise in prices. 

These conflicting theories were undoubtedly one of 
the reasons which caused Francis Thornhill Baring, the 
Chancellor of the Exchequer to move, on March 10, 1840, 
the appointment of a Select Committee (afterwards 
constituted a ‘“‘ Committee of Secrecy ’’) to “ inquire 
into the effects produced on the circulation of the country 
by various banking establishments issuing notes payable 
on demand.’ Among the twenty-six members appointed 
were Sir Robert Peel, the President of the Board of 
Trade (Henry Labouchere afterwards Baron Taunton), 
Henry Goulburn, Daniel O’Connell, Sir James Graham, and 
Sir John Rae Reid. The committee was re-appointed on 
February 11, 1841. It presented three Reports, one in 
1840 and two in 1841, with voluminous Minutes of 
Evidence and forty-six appendices. 

The nine witnesses examined in 1840 included J. B. 
Smith, president of the Manchester Chamber of Com- 
merce, and Richard Cobden, its director, J. H. Palmer, 
and G. W. Norman, of the directorate of the Bank of 
England, and Loyd, of Lothbury. The Report, which is 
dated August 7, 1840, states that the committee had 
not been able to examine, before the conclusion of the 
parliamentary session, any witnesses with reference to 
the affairs of the provincial banks of issue; therefore it 
recommended that the inquiry should be continued in 
the following session. It had chiefly been concerned 
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with the business of the Bank of England, and had paid 
special attention to the “ principle’? which, under 
ordinary circumstances, guided the Bank’s directors in 
the regulation of the note issues. Palmer, who so lucidly 
explained this “ principle”’ during the 1832 inquiry, 
had been asked “to restate”’ it for the committee’s 
guidance. His explanation is thus given :— 

The principle with reference to the period of a full currency, 
and consequently par of exchange, by which the Bank has been 
guided in its issues, always excepting special circumstances, 
has been to retain an investment in securities, bearing interest, 
to the extent of two-thirds of their liabilities, the remaining 
one-third being held in bullion and coin; the reduction of the 
circulation, so far as may be dependent upon the Bank, being 
subsequently solely affected by the foreign exchanges or by 
internal demand. 

The committee came to the conclusion that the 
Bank’s directors should not hesitate to adopt any other 
“principle of management ” which, after further experi- 
ence, ‘‘ they might consider to be better adapted for 
preserving the convertibility of their notes.”’ 

The Minutes of Evidence contain much detailed 
information referring, inter alia, to: (1) the expediency of 
dividing the Bank of England into two departments, 
issuing and banking (Loyd was a strong advocate of 
this); (2) the fluctuations in the Bank’s reserve since 
1833; (3) the assistance given by the Bank to commercial 
credit; (4) fluctuations in the currency; (5) the Corn 
Laws, which had not yet been repealed; (6) drains of 
gold ; (7) propositions for centralizing the note issue. 

The two reports issued in 1841 are both brief docu- 
ments. The first, presented on June 4, recommends 
that accounts showing the amount of notes in circulation 
“should be published more frequently than is now 
required,” and that the law relating to this should be 
changed ‘‘ without delay.’’ The second, presented June 
15, states that the committee had given a great deal of 
attention to the affairs of the provincial banks of issue. 
Regret is expressed that it had not been found possible 
to present a Final Report before the end of the Parlia- 
mentary session, but it is suggested that the House 
should, in the next session, decide to continue the inquiry. 

Of the eleven witnesses examined in 1841, five were 
English country bankers, among whom were such authori- 
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ties as Stuckey and Paul Moon James. Three were 
Scottish bankers, and these included Alexander Blair, 
the treasurer of the Bank of Scotland; two were Irish 
bankers; and one, a London banker, the great Gilbart, 
manager of the powerful London and Westminster Bank, 
who possessed wide experience of both English provincial 
and Irish banking. 

The Minutes of Evidence show that the affairs of the 
English banks of issue were examined in great detail. 
Four out of the five witnesses questioned on the possibility 
of a single bank of issue were emphatically against such 
a project. Gilbart was one of the most emphatic. He 
read the following resolution passed at a meeting of 
representatives of the joint-stock banks held at the 
London Coffee House, Ludgate Hill, on June 4, 1840 :— 


That the present mode of conducting the circulation of the 
country by means of numerous issuers, controlled by an effective 
system of local exchanges, is well adapted to the state of the 
community, and powerfully promotes the agriculture, trade, 
mining and general industry of the nation, and that equal advan- 
tages could not be obtained by one bank of issue. 


Despite the voluminous evidence collected during the 
1840-41 inquiry, and the incompleteness of the second 
Report of 1841, the Government did not decide to 
continue the investigation in the following year. Six 
years were to elapse before British banking policy was 
again considered by a secret committee. In the meantime 
the Bank Charter Act, which regulated English banking, 
had been passed in 1844, and the Bankers (Ireland) and 
Bankers (Scotland) Acts, which regulated Irish and 
Scottish banking, in 1845. 

Within three years of the passing of the Bank Charter 
Act, England was in the throes of the third big financial 
crisis of the nineteenth century. On October 25, 1847, 
at the height of the panic, the Bank received from the 
Treasury an official letter, signed by the Prime Minister 
(Lord John Russell) and the Chancellor of the Exchequer 
(Sir Charles Wood, afterwards Lord Halifax), which 
“recommended ”’ the directors “in the present emer- 
gency, to enlarge the amount of their discounts and 
advances upon approved security,” and, in order to 
“retain the operation within reasonable limits,’ to 
charge a high rate of interest. “If this course,” the 
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letter adds, ‘‘ should lead to any infringement of the 
existing law, Her Majesty’s Government will be prepared 
to propose to Parliament a Bill of Indemnity.’’ The 
Bank was thus, for the first time, given authority to 
disregard the Bank Charter Act. Additional bank notes 
to the value of £400,000 were immediately printed, but, 
as public confidence had been restored by the publication 
of the Treasury letter, were not issued. There was, 
however, so much distress in the country that both the 
Commons and the Lords decided to set up secret com- 
mittees to inquire into its causes and “ how far it had 
been affected by the laws for regulating the issue of bank 
notes payable on demand.”’ 

These ‘‘ Committees on Commercial Distress,” as 
they were termed, were to a very large extent concerned 
with banking policy. Most of the witnesses they 
examined were well-known bankers, and most of the 
appendices to the Reports deal with the transactions of 
the Bank of England, the English private and joint- 
stock banks, and the Scottish and Irish banks. The 
Commons Committee was appointed on December 15, 
1847. The Chancellor of the Exchequer acted as chair- 
man, and among the twenty-six witnesses were the 
Governor (James Morris), the Deputy-Governor (H. J. 
Prescott), and two of the directors (J. H. Palmer and 
William Cotton) of the Bank of England; Samuel Jones 
Loyd; Joshua Bates, a partner in Baring Brothers; 
Thomas Birkbeck, a Yorkshire private banker who had 
been selected by the Committee of the Private Bankers 
to attend the inquiry; Robert Bell, manager of the City 
of Glasgow Bank, Edinburgh; James Bristow, managing 
director of the Northern Bank of Ireland ; John M‘Donnell, 
Governor of the Bank of Ireland; and Thomas Tooke. 

Two Reports were presented. The first, dated 
June 8, 1848, is a document of three pages. It states 
that the committee “had inquired into the matters 
referred to them and had concluded their investigations 
so far as England is concerned.’”’ There was a general 
concurrence of opinion among the witnesses that the 
primary cause of the distress was “ the deficient harvest, 
especially of the potato crop, in the year 1846, and the 
necessity of providing the means of payment in the year 
1847, for the unprecedented importations of various 
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descriptions of food which took place in that year.” 
With reference, however, to the effects of the Bank 
Charter Act, the evidence was contradictory. Some 
witnesses, such as Morris, Prescott, and Loyd were 
strongly in favour of the Act, while others like Bell, 
Bristow, and Tooke, now Governor of the Royal Exchange 
Assurance, chairman of the St. Katharine’s Dock, and a 
director of the Australian Agricultural Company, were 
in favour of total repeal. The committee, after a careful 
review of all the evidence, came to the conclusion that 
it would not be wise to make any alteration in the Bank 
Charter Act, and thus described the status of the Bank 
of England :— 

It is true that there are no restrictions imposed by law upon 
the discretion of the Bank in respect to the Banking as distin- 
guished from the Issue Department. But the Bank is a public 
institution possessed of special and exclusive privileges, standing 
in a peculiar relation to the Government and experiencing from 
the magnitude of its resources great influence over the general 
mercantile and monetary transactions of the country. 

These circumstances impose upon the Bank the duty of a 
consideration of public interest—not, indeed, enacted or defined 
by law, but which Parliament in its various transactions with the 
Bank has always recognized and which the Bank has never 
disclaimed. 

It is unnecessary to impose such duty by law, as there can 
be little doubt that the permanent interests of the Bank are 
identified with those of the public at large. 

That identity of interest gives both to the public and to the 
proprietors of the Bank stock a deep interest in every measure 
calculated to ensure an enlightened administration of the affairs 


of the Bank. 


The second Report, which was presented on August 8 
1848, is a brief document of one page only. It states that 
the inquiry had been extended to Scotland and Ireland. 
The committee concluded that “it was not expedient 
to make any alterations in the Acts of 1845,” 1.e. the 
Bankers (Ireland) and the Bankers (Scotland) Acts. 

The Minutes of Evidence attached to these two 
Reports contain a great deal of valuable information 
about banking methods in England, Scotland and Ireland. 
There is, for example, much interesting matter relating 
to the affairs of the Bank of England, the transactions 
of the country banks, a proposal to re-introduce “ small ”’ 
notes in England, and certain suggested reforms in the 
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constitution of the Bank of England. In discussing the 
last of these one witness advocated the appointment of 
three permanent directors, and another objected to the 
Court “‘ being confined solely to merchants,” while there 
was strong opposition to the suggestion that the Govern- 
ment should appoint the Governor or any of the directors, 
for this, in the words of Tooke, ‘‘ would become a matter 
of mere patronage.” ‘I have,’ said Loyd, “ often 
thought of the constitution of the Bank, and, of course, I 
cannot undertake to say that it is perfect at present ; at 
the same time I am unable to suggest any improvement.’’ 

Some of the witnesses also gave their views on un- 
employment, which had become very acute after the 
crisis, and one, Thomas Clutton Salt, a Birmingham lamp 
manufacturer and general founder, provided the com- 
mittee with a “ remedy ’”’ for this evil. Salt considered 
“the working of the monetary system ”’ to be the main 
cause of the depression. Unemployment, he thought, 
could be “cured”’ by passing “‘a temporary Bank 
Restriction Act,’’ under which additional paper money 
could be issued until goods “ were raised to a remunera- 
tive level,’ and when prices were thus “ restored’”’ the 
level obtained, which he termed “ prosperity prices,”’ 
should always be maintained. “I would,” he adds, 
“keep the standard at that range of prices, and in that 
case you could never have any distress in England.” 

The Lords Committee on Commercial Distress was 
under the chairmanship of the Lord President, and 
among its twenty members were the Duke of Richmond, 
Lord Ashburton, the Marquis of Salisbury, and Earl 
Grey. It examined twenty-one witnesses, chiefly bankers, 
of whom a group of eleven, which included the Governor 
and Deputy Governor of the Bank of England, Palmer, 
Cotton, Loyd, and the Governor of the Bank of Ireland, 
gave evidence before the Commons Committee. The 
Report, which was presented on July 28, 1848, is a much 
more exhaustive document than either of the Reports 
of the Commons Committee. It contains forty-eight 
pages and examines in detail fourteen important topics, 
thirteen of which appertain to banking, the other dealing 
with the causes of the distress of 1847. Among the 
banking matters discussed are the Treasury letter of 
October 25 and its effects, the “ efficiency ”’ of the note 
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circulation, the Act of 1844, fluctuations in the discount 
rate since 1844, the effects of the Acts of 1844 and 1845 
on Scotland and Ireland, and the “ errors in the manage- 
ment ”’ of the Bank of England in 1846 and 1847—these 
were the keeping of the discount rate as low as 2} for a 
considerable time, and the slowness in raising the rate 
after an adverse exchange had been in operation. The 
committee, while “feeling deeply the necessity of a 
sound system of legislation for the Bank of England, and 
for all other establishments entrusted with the use of 
notes,’ was “ far from suggesting that it is upon laws, 
however well framed they may be, that reliance can or 
ought exclusively to be placed.” It therefore came to the 
conclusion that :— 


the best Banking System may be defeated by an imperfect 
management, and, on the other hand, the Evils of an imperfect 
Banking System may be greatly mitigated, if not overcome, by 
Prudence, Caution and Resolution. In the Confidence univer- 
sally and justly placed in the Bank of England the fullest Testi- 
mony is borne to the Integrity and good Faith with which its 
great Transactions have been conducted; and the Opinion of the 
Committee in this respect is shown in their Desire to see vested in 
the Bank a wider direction than they possess under the Act of 
1844—a Discretion which the increased Knowledge produced by 
Experience and Discussion, and in which the Bank of England 
can hardly fail to participate, will enable them to exercise to 
the Advantage of their own Corporation, to their own Honour, 
and to the permanent Benefit of the Public, and more especially 
of the Commercial Classes of England. 


Matters of Law 


Recent Cases Reviewed 


NCE again we have to place upon record in our 
C) pases one or two decisions of the Courts of Law 

upon the law as applied to banking. Unprofitable 
as are appeals to the arbitrament of the law as a rule, 
bankers are forced at times to defend themselves against 
claims made upon them, the allowance of which would 
work considerable injustice both in principle and in 
practical effects. Bankers are often enough attacked 
by persons who assume that settlement will be preferred 
to a contest in a public arena. But there arise, at times, 
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cases where it is impossible for a self-respecting banking 
company to acquiesce in a transparently unjust claim, 
going far beyond what even a long-suffering banker can 
suffer. Such a case was that of Batts Combe Quarry 
Company v. Barclays Bank, Limited, reported in the 
Times Law Reports. The point raised for litigation went 
so far that it would have been absurd for the bank to 
acquiesce in any settlement and the decision of Mr. Justice 
Avory has fully justified the bank in its resistance. 
The plaintiffs, through Lloyds Bank, put through an 
inquiry to Barclays Bank as to the financial standing of 
one of the customers of the latter bank and alleged that 
by reason of the inaccurate answer given to the inquiry 
on their behalf they were induced to give credit to 
contractors who, they said, were not in a position to pay 
the account. They alleged against Barclays Bank— 
the answering bank—negligence and a breach of duty 
in answering the inquiry. 

The facts were these. In December, 1928, Lloyds 
asked Barclays as to the standing of one of their customers 
named Turner, trading as ‘“‘ Turner & Co.,”’ and whether 
he was trustworthy in the way of business for £500. The 
reply given to the inquiring bank was, as is usual, “ in 
confidence, for their private use only, and without any 
guarantee or responsibility on the part of the bank or 
its officials.”” It then went on to state that Turner & Co. 
were respectable and considered trustworthy for their 
business engagements which should include the figure 
mentioned. Lloyds passed that information on to the 
plaintiffs who, on the strength of it, supplied Turner & Co. 
with goods to the value of £342 odd. The debt was not 
paid, and in August, 1929—after the delivery of all the 
goods—a further inquiry was put through in answer to 
which Barclays stated that Turner & Co. were highly 
respectable and considered trustworthy for their business 
engagements. Thereupon the plaintiffs alleged that they 
refrained from taking proceedings to recover their 
debt. The evidence showed that had they then done so 
Turner & Co. could have paid—that is, in August, 1929, 
they would have been able to meet the debt. But the 
plaintiffs did not sue till October, 1929, when judgment 
was received and execution proved abortive. The 
plaintiffs urged that Barclays had been negligent and that 
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they knew or ought to have known that Turner & Co. 
were not in a financial position to justify credit. It was 
suggested that Barclays branch manager in answering 
the second inquiry was anxious that Turner & Co. 
should not “‘ crash ’’ as they were in overdraft, and that 
the plaintiffs had been lulled into a sense of false security 
by the answer to the second inquiry. It was evident, 
they said, that the firm was in difficulties owing to its 
failure to receive payments on account of contracts 
which it had undertaken. 

Now, three very relevant facts emerged in the evidence 
at the trial: (1) That Barclays had never dishonoured 
any of Turner & Co.’s cheques before the second reference 
was given ; (2) That all the goods supplied were delivered 
before the second reference in August; and (3) That 
the plaintiffs when they were asking the second inquiry, 
were anticipating further orders from Turner & Co. 
This last fact was elicited by the judge. 

The result of all this was that credit was given in the 
first instance for a debt incurred on the first inquiry; 
that had the plaintiffs sued promptly for it they would 
have been paid; and that at the date of the second 
inquiry, they were expecting further orders. The action 
really depended, therefore, on the withholding by the 
plaintiffs of their right to sue in August which they alleged 
was due to the result of the second inquiry. 

On the above facts it was contended for the 
defendants that in the first place there could be no 
question of negligence as between the defendant bank 
and the plaintiffs. The inquiry put through by Lloyds 
Bank called for an honest answer. There was no sugges- 
tion of fraud and the answer was honestly given to 
Lloyds, privately and confidentially. But how could 
that create a duty towards some customer of Lloyds, 
unknown to the defendant bank? An action for negligence 
at large is unknown to the law. First you must prove a 
duty from one person to another; secondly, a breach of 
that duty (which is negligence) ; thirdly, damage, reason- 
ably and naturally resulting from such breach. Therefore, 
for the answering bank, it was argued that there was no 
duty and no privity between them and Lloyds (to them) 
unknown customer; or, secondly, that even so, there was 
no evidence of negligence. 
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Mr. Justice Avory ruled in favour of the defendant 
bank on both points. There was, first, no duty in law 
owed by the answering bank to the plaintiffs. Secondly, 
even if there were such a duty there was no evidence of 
breach of that duty. As a result he directed the special 
jury to find a verdict for the defendant bank. 

This case is instructive and it supplements what was 
said in one of our recent issues in regard to inquiries by 
banks, one of another, as to a customer’s standing and 
financial position—where that information is passed on 
to a customer of the inquiring bank. 

This was not a complaint by a customer of disclosure 
of secret information: it was a complaint by a stranger. 
Apparently it was not a case of Turner & Co. giving a 
banker’s reference, but the case of the plaintiffs, without 
any specific reference, “‘ off their own bat”’ asking their 
bankers to inquire of the banker of a proposed customer 
as to that customer’s financial position. Surely, in such 
a case, Mr. Justice Avory is right in ruling that there is 
no duty owed by the answering bank to the undisclosed 
customer of the inquiring bank. They probably surmise 
that, in spite of the “ private and confidential ’’ nature 
of the report its effect will be passed on to someone, 
but that is not their affair. They confidentially answer 
the other bank, according to the custom of bankers, and 
if they do so honestly they are entitled to do so at least 
as regards third parties. For the reasons we have already 
given in earlier references to this subject, a bank may be 
liable to its own customer for disclosing, without his 
express or implied assent, information as to his financial 
standing. But when it comes to a confidential answer to 
an inquiry by another bank which that bank passed on to 
its customer—Mr. Justice Avory has ruled that no duty 
or privity is established between the inquiring customer 
and the answering bank. That is the important part of 
the case. The learned judge’s second ruling that if there 
were any duty there was, in the particular case, no breach 
of it, is quite a distinct and less important matter. 

In the case of National City Bank of New York v. 
Jones, decided by Mr. Justice Branson in the King’s 
Bench Division of the High Court of Justice, we have an 
interesting instance of the importance of what is called 
“burden of proof.’”” The subject matter of the action 
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was only {100 in money, but the circumstances were of 
some interest. The plaintiff bank, as holders of a cheque, 
sued Mr. Andrew Goronwy, the drawer of a cheque 
made payable to the order of C. W. Snow and indorsed 
by Snow for value to the National City Bank of New 
York (France), who indorsed it for collection to the 
plaintiff bank. The drawer of the cheque alleged that the 
cheque was given in part payment of a gaming debt of 
£200 and was procured by the fraud of the payee and 
two other men. The fraud alleged was that these men 
were cardsharpers who had “ fleeced’’ Mr. Jones, who, 
on discovery of the fraud, stopped payment of his cheque 
drawn on the Sutton Branch of the Midland Bank. 
The answer of the plaintiff bank was that they were 
holders in due course of the cheque. 

The salient facts were these. Mr. Jones was victimized 
by cardsharpers on board a ship and gave Snow—one 
of the alleged sharpers—{1oo in notes and a crossed 
cheque for £100 drawn on the Sutton Branch of the 
Midland Bank. On arrival at Nice, from information 
received, Mr. Jones wired the Midland Bank to stop 
the cheque and received an acknowledgment. A few 
days later the swindlers were arrested. Ultimately, 
Mr. Jones got from Bowen, one of the sharpers, {100 in 
notes. Thus, in the stopped cheque and on receipt of 
the {100 in notes, he thought to have salved his loss. But, 
in the meantime, Snow, who had the {100 cheque, wrote 
to the National City Bank of New York (France) enclosing 
it “‘ for collection,” alleging that he had an account with 
the branch in New York and that he would call in a few 
days at the Paris Branch. Four days later that branch 
paid a man representing himself as Snow the {100 in 
francs in Paris before they had cleared it. On attempting 
to clear it later at the Midland Bank it was returned 
marked ‘‘ stopped by order of the drawer.” The plaintiffs 
then sued Mr. Jones as drawer, alleging that as they had 
given value for it—i.e. had bought the cheque—before 
clearance they were holders for value. No doubt that was 
so, and the judge at the trial so found. But the case had 
not proceeded far before the learned counsel for the bank 
had to concede that the cheque was obtained by fraud 
and had also been given in respect of a gaming transaction. 
And, of course, the judge found it was so. 
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Therefore, there came into operation Section 30 (2) 
of the Bills of Exchange Act, 1882, as follows: ‘‘ Every 
holder of a bill is prima facie deemed to be a holder in 
due course; but if in an action on a bill it is admitted or 
proved that the acceptance, issue or subsequent negotia- 
tion of the bill is affected with fraud, duress, or force and 
fear, or illegality, the burden of proof is shifted, unless 
and until the holder proves that, subsequent to the 
alleged fraud or illegality, value has in good faith been 
given for the bill.” 

This shifted to the bank the burden of proving (1) 
that they had given value for the cheque (that was 
clearly so); and (2) that they had given such value in 
good faith. That the bank had been careless or negligent 
there was no doubt. They knew nothing of Snow and, 
instead of forwarding the cheque “for collection,”’ 
bought it. Now negligence or carelessness is not want of 
good faith. But the importance of Mr. Justice Branson’s 
decision is that in such a case the burden of affirmatively 
proving good faith rests upon the bank. Here was the 
‘snag ’’ upon which the bank struck. The burden of 
proof of good faith being upon them, the judge looked for 
the evidence of the official who actually dealt with the 
cheque. That evidence was not forthcoming. The man 
who initialled the cheque and allowed Snow to have cash 
for it was not before the Court. As the judge said: 
“It might be that the bank took the view that it was 
not worth while for a comparatively small claim to bring 
over from Paris a busy and responsible officer ; if so, they 
must take the consequences. That is, though he was 
not ready to assume bad faith, there was no affirmative 
proof of good faith on the part of the plaintiff bank.” 
And he added that he came to that conclusion with the 
more satisfaction since it resulted, in a case involving 
the question which of two innocent parties should suffer 
from the fraud of a third party, in the loss falling on the 
bank, whose negligence had made it possible for Snow 
to obtain the money. 

This case stresses the burden of proof. But in practice 
it illustrates the danger of allowing a man who is plausible 
to induce a branch of a bank to give him the proceeds of 
a cheque before clearance. In the circumstances, the 
bank was clearly negligent and over-obliging. They 
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could not have been punished for that by way of bad 
faith. But ina case where fraud is proved in the inception 
of the transaction and they are put into the position of 
having the burden of proving good faith affirmatively 
and do not do it by the best evidence they are at the mercy 
of a Court which will not accept an assumption in place of 
proof. In the particular case there were no merits 
apparent in favour of the bank. They took a risk and 
they failed. 


Appointments and Ketirements 


Barclays Bank. 


Mr. H. Thomas has recently retired from the position 
of District Inspector for Devon and Cornwall. Born 
in 1871, he was educated at St. Just, Cornwall. He 
entered Bolitho’s Bank, St. Just, at the age of Io, 
moved in 1894 to St. Ives and later to Helston and then 
Penzance. He was promoted to the Inspection Staff 
of Bolitho’s in 1904 and retained on the Inspection Staff 
when that bank was taken over by Barclays Bank 
in 1905, becoming District Inspector for Devon and 
Cornwall in 1920. He passed the Final Examination of 
the Institute of Bankers in 1900. He has served an 
unbroken record of 41 years in the banking profession, 
and on his retirement was presented with a cheque and 
a silver tray. His recreations are music, stamp collecting 
and golf. 


Lloyds Bank. 


It is with much regret that we learn of the retirement 
of Mr. Alfred Davidson, Joint General Manager of the 
bank. Mr. Davidson was born in 1871 and educated 
at King Edward’s School, Birmingham. He began his 
banking career in 1886 in the Birmingham Joint Stock 
Bank, where he remained for ten years, during which 
time the bank was taken over by Lloyds Bank. In 1896 
he was appointed Sub-Manager of the Temple Row 
Branch of Lloyds Bank and subsequently an Inspector 
and then a Controller of the Advance Department. 
In 1917 he became Assistant General Manager, and, 
finally, in 1924, was appointed Joint General Manager. 
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He has thus been in the service of the bank for 45 years. 
His favourite recreations are golf and fishing. 

Mr. G. H. Prangley has recently retired from the 
position of Manager at the Colchester Branch after 
46 years’ service in the bank, 33 of which were spent in 
Colchester. Mr. Prangley was born in 1869 and educated 
at Lord Weymouth’s Grammar School, Warminster. 
He first entered the bank at the age of 16 and was 
appointed Manager at Colchester at the extremely youth- 
ful age of 29. The Staff have presented him with a 
handsome desk on his retirement. He has also held 
many Treasurerships in the town, where his services were 
much valued. In his youth Mr. Prangley was a very 
keen cyclist but, latterly, his favourite recreations are 


shooting and gardening. 


Williams Deacon’s Bank. 

The retirement is announced as from the end of 
October of Mr. John J. Meagher, Manager of the London 
Office, after 47 years’ service. Mr. Meagher entered 
the service of the bank in 1884, and in 1895 he received 
an appointment at the West End Office in London, of 
which he became Manager in 1g01. He was appointed 
to the City Office as Manager in 1912. He is well known 
in London, in City and financial circles, has been a member 
of the council of the Institute of Bankers for the past 
nineteen years, and is a Director of the Alliance & Dublin 
Consumers’ Gas Company. Mr. Meagher has always 
taken a keen interest in many branches of sport. He is 
a Liveryman of the City of London and a Past Master of 
the Worshipful Company of Makers of Playing Cards. 

Mr. C. H. Scott has been appointed Manager of the 
London Office in place of Mr. Meagher. He was born in 
1890 and educated at Manchester Grammar School. 
He joined the bank in 1907 at Manchester and became 
Manager’s Assistant at the London Office in 1920. In 
1924 he became Manager of the Foreign Department, and 
in 1925, in addition, was made Sub-Manager of the 
London Office. 

Mr. G. H. Walker has been appointed Manager of the 
West Didsbury Branch, Manchester. He was born in 
1886 and educated at the Central High School, Man- 
chester. He joined the bank in 1902 at the Water Street 
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Branch, Manchester, and served subsequently at other 
offices until in 1922 he was appointed Manager of the 
Cheadle Hulme Branch, which position he is now relinquish- 
ing to take up his present appointment. During the war 
he served two years in France in the A.O.C. 

Mr. T. P. Jones has been appointed Manager of the 
Cheadle Hulme Branch in place of Mr. Walker. Born 
in 1898, he was educated at King Edward VII School, 
Lytham St. Annes. He joined the bank in 1914 at the 
Fleetwood Branch, and served subsequently at other 
offices. In 1925, he was appointed Acting Manager of 
the Disley Branch. He served two years during the war 
and was wounded in Belgium in 1916. His recreations 
are golf and amateur theatricals. 


Royal Insurance Company. 


Mr. Robert M‘Connell has recently retired from the 
position of General Manager of both the Royal and the 
Liverpool and London and Globe Insurance Companies 
after more than fifty years of active life in the Insurance 
business. His early experience was gained with the 
“Caledonian ’”’ and the “ West of England.” He went 
to the Sun Fire Office in 1885 and remained there until 
1896, in which year he joined the “‘ Royal ”’ at Liverpool, 
where he stayed until 1900, when he became Manager of 
the company’s Manchester Branch. In 1907, he was 
appointed Assistant Secretary at the London Office, 
succeeding to the Secretaryship the following year, 
which position he held until his appointment in 1929 as 
General Manager. He was President of the Chartered 
Insurance Institute for the session 1926-27. He had pre- 
viously held public appointments in the Fire Insurance 
world, and among other honorary offices he has been 
President of the London Insurance Offices’ Football 
Association and Master of the Farriers’ Company. 
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French Monetary Developments 
By a Correspondent 


HE French money market has been strongly 
| affected by the repercussions of the developments 
in the London market during the second half of 
September. The suspension of the gold standard by 
Great Britain has, in fact, disorganized the international 
movement of capital. The sudden depreciation of sterling 
—which has always been an international currency par 
excellence, and which, apart from a temporary lapse after 
the war, has always been kept stable in relation to gold— 
has created a general feeling of mistrust. In every 
country, capitalists endeavoured to acquire either gold 
or one of the few currencies which were considered safe. 
Even the dollar, which has been considered since the war 
as the true type of a gold currency, has suffered through 
this wave of distrust. Foreign holders of dollars hastened 
to repatriate their funds, and every day after September 21 
the Federal Reserve Banks were obliged to pay out gold in 
order to meet these withdrawals. The amount of gold 
lost by the United States between September 21 and the 
end of October is estimated at $700,000,000. 

Sweden, Norway and Denmark have also been affected 
by the British crisis, and have had to suspend the gold 
standard. Other countries, such as Holland and Italy, 
have also suffered through the depreciation of sterling, 
but were able to restore monetary equilibrium. After 
a short period of instability, the guilder and the lira were 
once more dealt in at their normal rates. The deprecia- 
tion of sterling and the Scandinavian currencies, and the 
weakness of other exchanges, especially the dollar, had 
no unfavourable effect upon the franc. A substantial part 
of the funds withdrawn from London and New York has 
found its way to Paris, and gold continued to flow in to 
France incessantly. The gold reserve of the Bank of 
France, which amounted to 59,346 million francs on 
September 25, exceeded 673 milliards at the beginning of 
November. Simultaneously with the increase of the gold 
reserve, the note circulation and current accounts also 
increased. On October 30, the amount of the sight 
liabilities of the Bank of France attained 114,820 
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millions, against 104,072 millions on September 25, an 
increase of more than 10 milliards. Never before has there 
been such an increase. To realize its importance, it is 
sufficient to recall that, in 1928, at the time of the legal 
stabilization of the franc, sight liabilities amounted only 
to 71,500 millions, and that, at the end of October, 1930, 
their amount was 96,250 millions. 

Although an apparent increase of the volume of money 
should result in a noteworthy relaxation of conditions in 
the money market, no such relaxation has taken place. 
On the contrary, a slightly firmer tendency has become 
noticeable, for the market rate of discount rose from 
12 per cent. at the end of August to 2 per cent. at the end 
of October. The following figures indicate the rise of 
interest rates in Paris :-— 

End of End of End of 
August. September. October. 











Yo Yo Zo 

Market rate of discount .. oe 1% I} 2 
Call money .. oe és I I 1} 
Loans on Treasury Bills— 

One month os oe os 1} 1? 1 

Three months .. - ‘“ 13 2 2 
Bourse loans— 

For the Parquet bia - 4 4 4 

For the Coulisse as - 4t 4t 4t 


This rising tendency, in spite of the increase of the note 
circulation, is explained mainly by the increase of the 
official rediscount rate on October g from 2 to 24 per cent. 

An increase of the Bank rate at a time when the gold 
reserve is increasing in immense proportions may appear 
surprising. To understand it, it is necessary to bear in 
mind that the Bank of France, contrary to the tendencies 
prevailing in New York, has never favoured a policy 
of excessively low money rates. It would not have 
reduced its rediscount rate to 2 per cent. in January, had 
the Federal Reserve Bank not preceded it in that direc- 
tion. In fact, the Bank of France held the view that 
the state of affairs in France necessitated not an expan- 
sion of credit facilities, but a certain restriction. In the 
course of 1929 and 1930, credit expanded considerably in 
France, and while prices were declining abroad, they were 
rising in France. The central institution, concerned with 
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this state of affairs, intended to apply a policy of firm 
discount rates, so as to check any inflationary tendencies, 
and to bring about even a slight deflation. The Bank of 
France was unable to carry out its intention, for, in 
restricting credit and raising the rates of interest, it would 
have attracted foreign—especially American—capital. 
At that time, the trend of gold movements was favourable 
to France, and firm money rates would have accelerated 
the influx. Additional gold imports were not desirable, 
either from an internal or from an external point of view. 
To avoid them, the Bank of France lowered its rediscount 
rate to 2 per cent. 

The situation underwent a complete change with the 
rise of the rediscount rate of the Federal Reserve Bank 
of New York from 14 to 24 per cent., and subsequently 
from 24 to 34 per cent. The Bank of France was then 
in a position to raise its rediscount rate without running 
the risk of interfering with international capital move- 
ments. It is for this reason that it raised its Bank rate, 
on the day following the rise in New York, from 2 to 24 
per cent. 

The increase of the official rate was followed imme- 
diately by an increase of market rates. It is true that 
the abundance of funds, which kept on increasing 
through fresh gold arrivals, should have checked the 
firmer tendency of money rates, but the leading banks, 
which have been complaining for some time past of the 
excessive cheapness of money, eagerly seized the oppor- 
tunity provided by the rise of the Bank rate, for raising 
their own rates and restricting the supply of funds in the 
market. Their action has been favoured by the wave of 
distrust provoked by the suspension of the gold standard 
in Great Britain. Although in France the stability of the 
franc was considered to be beyond doubt, there was 
nevertheless a tendency towards hoarding after the 
sudden depreciation of sterling. It was noticed that 
individuals belonging to various classes have hoarded 
bar gold and notes. The banks had to take into account 
this state of mind of the public, and had to be careful in 
the matter of loans. 

Moreover, the big commercial banks themselves have 
suffered through the wave of distrust. Although the 
French banking system is based on sound foundations, 
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many depositors considered it advisable to withdraw 
their funds from the commercial banks and deposited 
them with the Bank of France which enjoyed absolute 
confidence. The commercial banks have thus lost part of 
their resources, and this has compelled them to scrutinize 
their loans more carefully. 

This spirit of distrust, which manifested itself in a 
hoarding of bank notes and in an increase of deposits 
with the Bank of France, is shown by the recent Bank of 
France returns :— 

Aug. 28. Sept. 25. Oct. 30. 
In millions of francs. 
Circulation ane . 78,635 78,173 83,639 
Private current accounts § and 
deposits .. ye - o» ‘9,305 18,035 22,415 


In two months, the amount of the note circulation 
increased by 5 milliards, while deposits and current 
accounts have increased by an approximately equal 
amount. Had the newly issued notes not been hoarded, 
there would have been an increase of prices and an easier 
tone in the money market. As, however, nothing of the 
kind has happened, it is certain that the 10 milliards of 
francs created by the Bank of France have served 
exclusively the purpose of satisfying the hoarding instinct 
which prevails to a great extent in the French middle 
classes and rural population. 

The increase of 10 milliards was not due exclusively 
to the increase of the gold reserve which, between 
August 28 and October 30, rose only by 6 milliards. It 
was in part due to the increase of the Bank of France’s 
rediscounts. During the same period, the French central 
bank’s holding of bills discounted increased by nearly 
4 milliard francs, from 7,614 millions on August 28 to 
11,301 millions on October 30. This was not a direct 
consequence of the stringent conditions in the money 
market during September and October, but was mainly 
due to the troubles of the Banque Nationale de Credit. 
This bank, which, during and after the war, underwent 
a considerable expansion, has never been managed in 
accordance with the sound principles of prudence which 
have always inspired the management of other big banks. 
Under the influence of some of its directors, it has con- 
siderably extended its relations with industries. Instead 
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of confining itself to discounting commercial bills, it has 
gradually acquired important participations in industrial 
enterprises. 

Until the eve of the crisis, these operations did not 
give rise to any trouble; on the contrary they have 
resulted in considerable profits, enabling the bank to pay 
a higher deposit rate than other banks. The crisis has 
adversely affected, however, the situation of the enter- 
prises in which the Banque Nationale de Credit was 
interested, and the bank suffered substantial losses, which 
affected its credit. Depositors took fright and withdrew 
their funds on a large scale, so that before long the bank 
was unable to meet its liabilities. Owing to the important 
position occupied by that bank in the French banking 
system, the French Government immediately intervened, 
and with the assistance of the Bank of France and the 
leading banks, made arrangements to prevent the failure 
of the Banque Nationale de Credit. The arrangement 
consisted in rediscounting the bills presented by that 
bank, to an amount of 4 milliards. 

The other big banks, which have already been 
suffering themselves of the wave of distrust, and which 
feared that this tendency might become aggravated as 
a result of the difficulties of the Banque Nationale de 
Credit, did not give any substantial support to the bank. 
The major part of the burden had to be assumed by the 
Bank of France. This is the reason why its rediscounts 
underwent such a marked increase during September and 
October. There is no doubt that, had the monetary crisis 
abroad not undermined confidence in France, the banks 
would have been able to contribute a larger share to the 
support of the Banque Nationale de Credit. There was 
no need for them to keep a large idle cash balance, and, in 
fact, part of the deposits withdrawn from the Banque 
Nationale de Credit found its way to the other banks. 
The Bank of France would thus have been able to avoid 
such an increase of its bill portfolio, which may be 
considered as an indirect consequence of the international 
monetary crisis. 

The increase of the note circulation is beginning to 
cause some concern in France. Undoubtedly, the newly 
issued notes are well secured, since they are covered to 
a great extent by gold. But it may well be asked whether 
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this formidable volume of medium of payment, which 
exceeds now 100 milliard francs, is not likely to provoke 
a rapid rise of prices. At present, a large amount of the 
notes are hoarded, and while it is impossible to ascertain 
the amount, judging by various indices, it is estimated to 
be well over ten milliards. But these amounts will not 
remain hoarded for ever. Once the crisis is over, they will 
leave their hiding place. There is thus evidently a danger 
of rising prices. When the hoarded amounts return to 
the market they will seek employment. Whether they 
are used in the form of productive investment or unpro- 
ductive consumption, their return to the market would 
result in a certain inflation, which would render a rise 
of prices inevitable. 

But the rise will probably be fairly moderate. The 
whole amount will not seek employment in France; part 
of it would gravitate towards foreign countries which 
would provide more attractive yield. The result would 
be an efflux of gold and a decline of the bank of France’s 
gold reserve, which again would obviate a rise of prices 
in France. 

Moreover, it is well to remember that the recent 
increase of the note circulation was not due exclusively to 
French hoarding; it was due in part to foreign hoarding. 
During the last few months, especially September and 
October, foreign funds continued to flow into France, and 
this is a leading cause of the influx of gold, for, with a trade 
deficit of 15 milliard francs, and a tourist traffic affected 
by the crisis, France should have normally exported 
rather than imported gold. Once confidence is restored, 
foreigners will withdraw the capital at present held in 
France, and gold recently transferred to Paris will find 
its way to New York and London. Its stay in France is 
purely transitory, and its efflux will not bring about any 
marked price movement in France, any more than did its 
influx. Thus, the hoarding which prevails at present in 
France does not carry the seeds of inflation. 

The French authorities are well aware of this. They 
realize that the gold which was recently imported will not 
remain there very long. They are, in fact, convinced 
that it would leave France very soon if foreign nations— 
especially England—were to restore their economic, 
financial and monetary stability. The problem of the 
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redistribution of gold would thus find its solution without 
delay. 

In France, this question of redistribution is regarded as 
a simple question of confidence. If capital is unwilling 
to enter a certain country it is not owing to national 
considerations, but because those countries do not offer 
an adequate security. Capitalists prefer to keep their 
funds idle rather than invest them without being duly 
secured. This attitude may be regrettable, but it is 
necessary to realize that mere appeals for international 
co-operation will not in themselves change it. It is only 
by a return to a sound policy, in the economic, financial, 
and monetary sphere, that the international circulation of 
capital can be restored on a normal basis. 


German Banking 
By a Correspondent 


HE Reichsbank’s foreign exchange holding con- 
tinued to develop in an unfavourable sense during 
the last few weeks. Since September 1, when the 
Standstill Agreement became operative, until the middle 
of November, the Reichsbank has lost 530 million 
reichsmarks in gold and foreign currencies. Up to 
November 7, the inflow of foreign exchanges amounted 
to 1,297 millions reichsmarks, the outflow to 1,761 
millions, about half of which—877 millions reichsmarks— 
was required for the repayment of credits and the payment 
of interest. During the same period, the surplus of 
German foreign trade was 847 million reichsmarks, but 
of that amount the Reichsbank received only about 
480 million reichsmarks. The Reichsbank is still unable 
to lay hand on all the proceeds of exports, although 
exchange restrictions have been reinforced to the utmost. 
The extent to which the Reichsbank can acquire the 
foreign exchanges of exporters is, nevertheless, somewhat 
surprising, considering that a large portion of German 
exports are taken by Russia on a credit basis, and that 
a considerable part of the proceeds of other exports is 
retained in countries with exchange restrictions. On the 
other hand, as a result of the trend of various European 
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exchanges, especially sterling, German credits in such 
currencies are being repaid and new credits are not being 
drawn upon, so that the total external short-term credits 
continue to decline below the figures ofthe Basle Agreement. 
The Reichsbank is now bringing pressure to bear upon 
importers to attain once more that figure. However it 
may be, the Reichsbank has not been able to consolidate 
its position, in spite of the Standstill Agreement, and has 
not been able to recuperate after the loss of blood caused 
by the crisis of July last. 

The internal credit situation has meanwhile developed 
on more normal lines. The panic symptoms have entirely 
disappeared, and even the fear of savings banks depositors 
in most parts of the Reich have been allayed. On the 
other hand, the liquidation of the crisis has not made 
any noteworthy progress. The original reconstruction 
scheme of the Danatbank, which at one time was 
considered as definite, seems to have been abandoned. 
As is well known, twenty leading industrial enterprises 
were supposed to take over 35 million reichsmarks of 
Danatbank shares at a price of 125 per cent. ; the amount 
was to be lent to the industrialists by the Government 
for a period of five to ten years. The scheme was 
elaborated by Herr Jakob Goldschmidt, who was to 
represent the interests of the industrialists. Lately, 
however, the plan has suffered setbacks in several 
directions. Several participants in the scheme backed 
out, as the affairs of the bank appeared to them too 
complicated. The Government is reluctant to grant the 
industrialists the advance required unless it can be 
assured that it would be released from its guarantee of 
the bank’s deposits. Moreover, Herr Goldschmidt has 
now become involved in the financial troubles of the 
Schultheiss-Brauerei, and it is doubtful if he will be able 
to retain his leading position on the Danatbank. In 
such circumstances, the fate of the Danatbank remains 
as uncertain as ever. 

Nor are any definite plans available as to the future 
of the Dresdner Bank. Here, again, the Reich is anxious 
to relinquish the control it assumed through the acquisi- 
tion of preference shares. During the last few weeks, the 
idea of dividing the bank into a number of regional banks 
has been discussed, as experience has shown that some of 
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the medium-sized provincial banks have withstood the 
crisis better than some of the leading banks. In any 
case, the business organization of the branches of the 
Dresdner Bank differs widely in various parts of Germany. 
But the plan is impracticable, because it would require 
the consent of all creditors; and besides the local banks 
would not be in a position to carry out such business as 
required the strength of a big bank. Still, a decision as 
to either the Danatbank or Dresdner Bank is not urgent, 
for meanwhile the business of both banks is developing 
normally, and the Dresdner Bank is even being entrusted 
with special functions on behalf of the Reich. 

The transaction of the Berliner Handelsgesellschaft, 
which sold a block of shares—5 million reichsmarks, 
or nearly one-fifth of its total share capital—to American 
interests, has caused great sensation. The sale price was 
about 100 per cent., although the market quotation of 
the shares was only about 65 per cent. The sale was 
arranged through the intermediary of the banking house, 
M. M. Warburg & Co., Hamburg, to a group of American 
friends of that bank. This was a gratifying indication 
of the confidence of foreign interests in the Handels- 
gesellschaft, but the conclusion that it may lead to a 
permanent connection between the Handelsgesellschaft 
and Warburg should be regarded with reserve. It is 
true that Herr Max Warburg, the senior partner of the 
firm, is joining the board of the Handelsgesellschaft, 
and there is no doubt that the two banks will in future 
often act jointly; but this is about all. The Berliner 
Handelsgesellschaft enjoyed also a good credit abroad, 
and had a large foreign business. Although this business 
was largely affected by the stoppage of German external 
payments, its credit is not shaken, and the recent share 
transaction justifies hopes that, on the restoration of 
normal conditions, the bank will recover a great part 
of its external business. 

The chief worry of the banks, apart from the 
persistent decline of the Reichsbank’s foreign exchange 
holding, is the suspension of Bourse operations. The 
German Bourses have been closed for some time, and 
since October 4, even the publication of prices in the 
unofficial market has been prohibited. The immediate 
cause of the closing of the Bourses was the suspension 
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of the gold standard in Great Britain, as it was feared 
that there might be an inflationary rise of share prices 
and a simultaneous slump of bond prices. Moreover, the 
authorities aimed also at checking the selling of securities 
on foreign account, as this constituted a grave menace 
to the stability of the reichsmark. Meanwhile, the 
situation is being judged more calmly, and _ since 
November 10 a new exchange decree has made it 
necessary to obtain authorization for the transfer of the 
proceeds of foreign-owned German securities. In spite 
of this, the Reichsbank objects to the reopening of the 
Bourses, as wide fluctuations may create public distrust. 
It is also feared that the coming negotiations as to 
reparations and the Standstill Agreement may be accom- 
panied by undesirable exchange movements. Moreover, 
on the basis of the present security prices, many credits 
on securities are not adequately covered. At present, 
the banks are not selling their securities, as they can 
ignore the unofficial prices, but if the Bourse were to 
be reopened, an attempt might be made to execute such 
sales, and this might result in a further collapse. In 
addition, there is the question of drawing up the balance- 
sheets at the end of the year. According to the 
Commercial Law, securities have to be entered according 
to their last official quotations. On the basis of the present 
low prices, which in many cases are not justified, this 
would compel many companies to reduce their capital, 
or might even lead to worse developments. In spite of 
the weight of all these arguments, the disadvantages of 
the prolonged suspension of Bourse operations cannot 
be overlooked. 

In the meantime, unofficial business across the counters 
of banks has developed considerably, and on some days 
the turnover is quite substantial. The brokers have 
established direct telephone lines with all leading banks— 
some of them have as many as 140 lines—and are thus 
in a position to transact large amounts. The DD-Bank 
has the lion’s share of all this business, thanks to the 
enforced inactivity of the other big banks and of many 
private firms. 
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Bank for International Settlements 


URING the past few months trade conditions in 
D) cenirat Europe have grown rapidly worse. In an 
effort to maintain their balance of payments and 
the value of their currencies, the various Governments 
have all imposed restrictions of one kind or another 
upon the movements of foreign exchange. In each 
country the regulations have been dictated solely by 
immediate political and financial needs, without regard 
to the interests of traders. By the end of October the 
position had become acute and it was clear that if nothing 
were done trade would shortly come to a standstill. The 
Bank for International Settlements was therefore asked 
to call a conference of experts to discuss the possibility 
of establishing some form of clearing house to facilitate 
international payments. The conference was held at 
Prague in the first week of November. The members of 
the Committee sat merely as Central Bank experts, and 
had no power to bind their governments, nor even their 
own central banks. They were called together in the 
hope that it might be possible to revise the technical 
regulations in the mutual interest, without departing 
from the general policy of the governments concerned. 
However, it soon became apparent that the difficulties 
were fundamental and that little could be done so long 
as the governments adhered to the policy of the forcing 
of exports, and the virtual exclusion of imports. Having 
thus decided that the question was a political and not a 
banking problem, and that the whole of the responsibility 
now lay with the governments, the Conference could 
do no more than request the B.I.S. to use its influence 
to try and bring about immediate investigation of the 
position by the authorities concerned. It is clear that 
this is a situation which calls for the immediate inter- 
vention of the League of Nations, and it is to be hoped 
that the League will appreciate the urgency of the 
problem and do its utmost to re-establish trade between 
these countries. 
The following week Central European hopes received 
a further disappointment in the form of the refusal 
of the Bank for International Settlements to grant the 
Austrian National Bank a new credit. It will be 
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remembered that the Austrian National Bank had 
already been negotiating with the Bank of France for a 
loan of 60 million schillings. The Bank of France, while 
prepared to find the money, would only do so in return 
for guarantees which the Austrian National Bank was 
unwilling to give. It was then proposed that the credit 
should be advanced through the B.I.S., the Bank of 
France supplying the necessary funds but the full risk 
being carried by the B.I.S. However, the B.I.S. has 
already participated to the extent of 36 million schillings 
in a Syndicate advance to the Austrian National Bank 
of go million schillings, and the Board was not prepared 
to carry alone the full risk on a further advance of 60 
million schillings. The question has therefore been 
postponed. The breakdown of these negotiations was 
particularly unfortunate as the impression had been 
formed in Austria that the credit would certainly be 
forthcoming. 

The October balance sheet of the B.I.S. shows a 
further decline in deposits from a total of 1,274 million 
Swiss francs on September 30 to 1,093 million Swiss 
francs on October 31. This decline was not unexpected, 
being only the inevitable result of the lack of confidence 
caused by the suspension of the gold standard in England. 
Most of the Central Banks, particularly those working 
on a gold exchange standard, felt bound to increase 
their gold holdings, and for a time even the dollar was 
suspect. In these circumstances it is not surprising 
that the deposits of the B.I.S. have continued to decline. 

From the point of view of world economy, this 
scramble for gold by the Central Banks means a further 
painful deflation of credit. It is difficult to see how this 
could be avoided, but one interesting proposal which 
is being much discussed is that all Central Banks should 
regard their deposits with each other and with the 
B.1.S. as retaining their gold value, in all circumstances, 
regardless of any possible change in the monetary laws 
of an individual country. The advantage of this system 
would be that, at times of crisis, Central Banks would 
not feel bound to withdraw deposits from each other. 
Such an arrangement would greatly strengthen the 
position of a Central Bank which was in temporary 
difficulties and would undoubtedly lead to the smoother 
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working of the gold standard generally. At first sight 
it may appear to be rather a revolutionary idea, but it 
really only amounts to applying to deposits the same 
principles and guarantees as would be normal for a 
credit. The proposal is certainly one which merits 
consideration, even though it may be impracticable at 
the moment. 

In conclusion it should be mentioned that the 
November meeting marks the close of Mr. Francis Rodd’s 
term of office as a manager of the B.I.S. Mr. Rodd 
returns to the Bank of England, from which he was 
sent in May 1930 to assist in the organization. He has 
thus been with the Bank since its formation and will be 
greatly missed by his colleagues on the Management. 
However, he leaves a worthy successor in Mr. R. H. 
Porters, who has a wide practical experience of European 
banking. 


Canada and the Gold Standard 


By Ernest B. Roberts 
HE sensitiveness of Canadian banking, financial 
and fiscal affairs to the monetary leadership of 
London has been amply proved this autumn. 
There is, appropriately at this ‘““ Indian summer ”’ period 
in Canada, a silver lining to our cloud. When the 
Canadian dollar shot downward on the morning of 
September 21, the bottom was knocked out of a nefarious 
belief that Canada had long since become independent 
of the rest of the Empire and need in future cultivate 
only financial association with New York. The recogni- 
tion is already having a salutary effect in the Dominion, 
and its probable result will be more intimate financial 
relationship with London than has existed since the war. 
On the banks proper the effect of Great Britain’s 
‘“ quitting ’’ the gold standard was to intensify existing 
caution. The regular bank rate of interest for current 
accounts had since the beginning of August been reduced 
to 14 per cent. on the daily balance to conform with New 
York call loans. On September 30 the President of the 
Canadian Bankers’ Association, Mr. Beaudry Leman, 
Montreal, stated: “In common with other financial 
institutions, the net earnings of the chartered banks 
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will not be as large in 1931 as in the prosperous years of 
the immediate past. In addition to ordinary dividends, 
six of the ten banks in recent years have paid a bonus of 
I or 2 per cent. on paid-up capital. This year no payment 
will be made in the form of a bonus, but regular dividends, 
I am informed, will be fully maintained.” It has since 
been semi-officially stated that the bonuses are being 
fully earned if conservatively withheld for the present. 

The banks concerned are the Imperial Bank, Canadian 
Bank of Commerce, Dominion Bank, and the Bank of 
Toronto (which ordinarily pay a bonus of I per cent.), and 
the Royal Bank of Canada and the Bank of Montreal 
(which usually pay a 2 per cent. bonus). The total 
bonuses are estimated for the current year at almost two 
million dollars. 

The Canadian Prime Minister, the Right Honourable 
Mr. Bennett, in the first week declared with some em- 
phasis: ‘‘ Whatever Great Britain may do is her own 
business. . . . Canada will remain on a gold basis.” 
Yet when, three days later, the Canadian dollar was at a 
discount of from 12 to 14 per cent. in New York, the 
Prime Minister’s announcement was taken only in a 
Pickwickian sense. Exports of gold were, without a 
declared embargo, at once suspended by what was 
designated at Ottawa as a “‘gentleman’s agreement ”’ with 
the ten chartered banks. In the third week of October 
an Order in Council was issued, in which the two relevant 
clauses are :— 

“1. No gold coin, gold bullion or fine gold bars shall 
hereafter be exported from the Dominion of Canada, 
except under the authority of a licence issued by the 
Minister of Finance of Canada, or by someone designated 
by him to act on his behalf; 

“2. No such licence shall be granted to other than a 
Canadian chartered bank.” 

With this order a semi-official announcement was 
reiterated that Canada would honour all foreign demands 
in gold through the Treasury Department, and that she 
was still on the gold standard. 

The term “ gold reserves ’’ is somewhat vague in the 
Dominion. Nominally gold reserves are held against all 
issues of Dominion notes (i.e. Central Government notes 
as distinguished from issues by banks). But there is a 








258 THE BANKER 





diluting element in the fact that Dominion notes have 
since 1923 been issued for certain Government purposes 
and approved railway and industrial securities may be 
held against at least a part of the issue. As reported in 
the official gazette of August 31 last the amount of 
Dominion notes in circulation was $141,814,000. The 
chartered banks had $98,994,000 in Dominion notes 
listed as assets. (The Bank Act does not contain any 
specific provisions as to the amount of gold to be held 
by banks against circulation or general liabilities, but it 
requires banks to hold 40 per cent. of any cash reserve 
in Dominion notes.) There were some $27,531,000 
deposited in the Central Gold Reserve at Ottawa, of 
which it has been officially stated: ‘‘ The gold reserve 
against Dominion notes, to the extent that the notes 
are held by the banks, is reserve against banking opera- 
tions, the Dominion Government being the custodian of 
the gold for the banks.” Thus with specie, Dominion 
notes and gold reserve deposits, banks last August held 
$191,092,000, as against a yearly average, taken from 
the monthly reports, of $232 millions in 1930 and com- 
paring with $370 millions in the “‘ peak ”’ year of 1919. 

The Dominion Notes Act of 1914 authorizes the 
Dominion Government to issue notes up to $50 millions 
against a reserve in gold of a quarter of that amount, and, 
the Act of 1915, an additional $26 millions without any 
reserve of gold, of which $16 millions are to be against 
certain specified railway securities guaranteed by the 
Government. Thus the total gold reserve for the first 
$76 millions of Dominion issue is $12-5 millions. For any 
excess issue beyond this basic $76 millions, dollar-for- 
dollar gold must be held in the Central Gold Reserve. 

These gold reserve items form about 4 per cent. of 
the ten banks’ liabilities to the public. The highest 
level that the reserve has attained in recent years was 
$135,000,000 in November, 1927, and the lowest 
$58,000,000 in March, 1929. 

The average holdings of American and other foreign 
currency by all banks in Canada as reported monthly is 
just short of 20 million dollars, for United States money 
paper, silver and bronze of all denominations, circulates 
freely in Canada—just now, of course, at a premium. 

A great deal of uneasiness was felt when on Septem- 
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ber 30 an order under the Customs Act invoked the full 
rigours of the ‘ dumping”’ clauses against all British 
goods imported by reason of the depreciated pound. 
After some representations, however, the Rt. Honourable 
Mr. Bennett, who is his own Finance Minister, relented, 
and a working compromise was reached with the pound 
to be periodically revalued. At present it is valued at 
about $4-40 for Customs purposes. 

Of minor interest is the taking over just now by the 
Dominion Government (as the outcome of an agreement 
at the Imperial Conference of 1926) of the branch of the 
Royal mint established at Ottawa in 1908. The Depart- 
ment of Finance is reported to be encouraging Canadian 
gold mining companies to send their ore to the Mint for 
refining and is paying a premium over New York to 
obtain it. The premium has given quite a “spurt” to 
existing mining and to exploration for new goldfields. 
Forwardings at present have a value of nearly a million 
dollars weekly, of which two-fifths come from mines in 
Ontario. 


International Banking Review 


UNITED STATES 

HE early autumn has been a highly critical period 
in United States banking. The suspension of the 
British gold standard and the wholesale withdrawal 
of foreign funds from New York caused a certain amount 
of uneasiness among depositors, and there was a run on 
a number of small and medium-sized banks in various 
States. Many of these banks were unable to stand the 
strain and suspended payment. Although the estab- 
lishment of the National Credit Corporation with the 
object of supporting the weaker banks had a reassuring 
effect, the subscription of its capital of $500 millions 
proceeded more slowly than was anticipated, and mean- 
while the wave of suspensions continued. The biggest 
failure was that of the Federation Bank and Trust 
Company of New York, whose total assets exceed 
$20 millions. There were a number of important banking 
fusions, in accordance with President Hoover’s plan to 

relieve the banking situation. 
As a result of the withdrawals of deposits, there was an 
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increase of the note circulation. To check this tendency, 
by enabling the banks to pay more attractive deposit 
rates, the Federal Reserve Bank of New York raised its 
rediscount rate in two successive stages from I4 per 
cent. to 3} per cent. This increase coincided with the 
French mission to Washington, and according to some 
reports one cause of the increase was to enable remunera- 
tive rates to be paid on French dollar balances, and so 
to arrest the outflow of foreign money from the United 
States. As matters turned out, however, the New York 
banks were not able to raise their rate on French deposits 
above 14 per cent. as they found it difficult to reinvest 
the funds on a remunerative basis. There was some talk 
for a while of the transfer of French deposits with 
commercial and private banks to the Federal Reserve 
Bank, but eventually an agreement was reached. By 
early November there were distinct signs of a return of 
confidence noticeable, and the wave of bank failures and 
note hoarding subsided. 


ITALY 


The month of November witnessed highly important 
developments in Italian banking. It has been known 
for some time past that the Banca Commerciale Italiana 
had become largely immobilized as a result of the 
increase of its holding of securities. In accordance with 
the Government’s policy, the bank, together with other 
Italian banks, had to undertake to support the market of 
its own shares and of the shares of industrial enterprises 
with which it was associated. As a result it had to buy, 
either directly or through the intermediary of its holding 
companies, large quantities of shares. To remedy this 
state of affairs, early this year the Credito Italiano was, 
through the assistance of the authorities, relieved of its 
excessive holding of securities. A similar transaction has 
now been carried out with the Banca Commerciale 
Italiana. Arrangements have been made for the increase 
of the capital of the two holding companies controlled by 
the bank, the Societa Finanziaria Industriale Italiana 
(from 100,000,000 lire to 300,000,000 lire) and the 
Consorzio Mobiliare Finanziario (from 210,000,000 lire to 
630,000,000 lire). These two companies are to relieve 
the Banca Commerciale of its total holdings of securities. 
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A new finance company has been formed under the name 
of Istituto Mobiliare Italiano, with a capital of 
500,000,000 lire, and with the right to issue debentures 
to an amount of 5,000,000,000 lire under the guarantee of 
the Italian Government. The first transaction of this 
Company was to grant a large loan to the Societa 
Finanziaria Industriale Italiana for a period of ten years, 
thereby enabling the latter to finance its transaction with 
the Banca Commerciale Italiana. 

The arrangements have been received with satisfaction 
in international banking circles, as they have placed 
Italian banking on a sound basis. Provided that the 
Italian Government and the banks are successful in 
placing the debentures of the Istituto Mobiliare Italiano, 
it will be possible to complete the transaction without 
any increase of the note circulation. As a result of the 
change, the position of the Banca Commerciale Italiana 
has become strong and liquid. 


AUSTRIA 


The affairs of the Creditanstalt continue to provide 
a source of trouble and friction. The liquidation is not 
proceeding satisfactorily, and the reduction of overhead 
expenditure lags behind anticipations. It is estimated 
that, as things are at present, the bank is working with 
a deficit of 42 million schillings per annum. The task of 
realizing the bank’s interests in industrial and commercial 
enterprises is by no means easy in present conditions. 
Arrangements have been made for the sale of the Fanto 
oil interests and of the bank’s share in the Crédit Général 
de Petrole to a French group, but the bank will receive 
participating debentures and not cash in payment. 
The liquidation of the Mauthner concern in association 
with the Zivnostenska Banka, which would assume 
responsibility for the Czechoslovak interests of that 
group, is also unlikely to bring the bank any immediate 
relief. Several industrial enterprises which at present 
are working at a loss have been closed down. 

The Austrian National Bank has been subject to 
attacks owing to the excessive facilities it has granted to 
the Creditanstalt. Of the total rediscounts of 767 million 
schillings, 608 millions represent Creditanstalt bills, and 
it is alleged that about three-quarters of this amount 
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constitutes finance bills. It is suggested that the Govern- 
ment should consolidate this floating liability. 


ROUMANIA 


The banking difficulties of the country have reached 
their climax with the failure of the Banca Marmorosch, 
Blank & Co. In consequence of previous failures, there 
has been a persistent withdrawal of deposits, and the 
bank has been repeatedly assisted by other banking 
interests and the National Bank. Asa result of a political 
Press campaign, however, the foreign adviser of the 
National Bank declared himself against any further 
support, and the bank had to suspend payment. At 
first it was hoped that it might be possible to reconstruct 
the bank with the aid of the Banca Romaneasca, but, 
subsequently, the scheme had to be abandoned. It has 
been decided, therefore, to grant the bank a three years’ 
moratorium to enable it to liquidate its assets. In order 
to prevent further failures, the National Bank concluded 
with the Bank of France a credit of 300,000,000 French 
francs. 

HOLLAND 

The liquidation of the Amstelbank is making progress. 
In order to stop the legal action undertaken against 
the bank in various countries, creditors are offered an 
account payment of 35 to 40 per cent., which is believed 
to be amply covered by assets. It is stated that the 
bank has suffered losses on loans granted in sterling, the 
amount of which is said to be considerably less than the 
amount borrowed in terms of sterling. 

At the request of the Netherlands Bank, the Dutch 
banks have communicated to that institution the amount 
of their gold holdings. A great part of the gold imported 
by them from London, New York and Paris was not sold 
to the Netherlands Bank, but was kept in their own vaults, 
either on account of customers or on their own account. 

Our Amsterdam correspondent writes to correct an 
error that appeared in the concluding paragraph of his 
article in the November BANKER. He there said that the 
Netherlands Bank was refusing to deliver gold even if 
it were proved that the rate of exchange on another 
country warranted the shipment, and this implied the 
suspension of the gold standard by Holland. The 
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sentence should have read: “ unless it were proved that 
the rate of exchange warranted the shipment.” This 
means that Holland is adhering rigidly to the gold 
standard, but that steps are being taken to prevent 
gold from passing needlessly into circulation. 


JAPAN 


During the last few months, the Yokohama Specie 
Bank has been selling dollars and other foreign currencies 
on a large scale to meet the exceptional demand. To 
that end, it has shipped substantial amounts of gold 
to the United States. Early in November, however, 
it was decided to discontinue this practice, and the 
bank will henceforth confine itself to meeting the genuine 
commercial requirements of its own customers. The 
other Japanese banks and foreign banks working in Japan 
have adopted the same policy, so as to co-operate in 
the task of discouraging speculation and the flight of 
capital. The Japanese authorities are determined to 
maintain the gold standard, and, as part of the defence 
of the yen, the Bank of Japan has raised its Bank rate. 


What the General Election means 
to Insurance 


By F. G. Culmer 


HE overwhelming defeat of the Labour party has 

made an incalculable difference to the outlook for 

British insurance. There is no longer any drfead 
of nationalization—that pet scheme of the Socialists, 
which for years had been a distinct menace, always 
simmering and threatening ultimately to undermine the 
foundations of the business. Now, throughout the 
insurance world, there is permeating a feeling of confidence 
in regard to the future that was wholly lacking while the 
Labour Party remained in office. There commendations 
put forward from time to time by the Trades Union 
Congress were not inspired altogether by wild theories. 
Behind the demand for State control of the business of 
insurance there was a very live agitation, and there was 
never any real doubt that, given the necessary parliamen- 














264 : THE ‘BANKER 7 





tary authority, the Labour Party would unhesitatingly 
scrap the system on which the business has been built 
up over a long stretch of years, and through which 
British insurance companies have been placed in a pre- 
eminent position in almost every quarter of the Globe. 

Insurance companies have abundant reasons for 
welcoming the return of a strong National Government ; 
but chiefly because such a government is essential for 
the maintenance of British credit, upon which those 
companies are dependent for the upholding of the status 
of their investment securities. No one has ever had cause 
to question the financial strength and soundness of the 
first-class insurance companies, but it is desirable that 
people should consider what would happen in the event 
of the national credit becoming seriously impaired. The 
first thing to occur would be a serious depreciation in the 
various securities in which insurance funds are invested. 
These securities represent, to a large degree, the savings 
of the public invested in life assurance, and the protection 
of such savings is obviously a matter of great national 
importance. 

So judiciously selected and well spread over the field of 
investment are insurance companies’ securities that, in 
the ordinary course of things, occasional depreciation in 
market values of stocks and shares is not calculated to 
interfere with the stability of the offices concerned, whose 
reserves are more than ample to see them through any 
moderate setback in that connection. The life offices 
have made it an invariable practice to build up big 
reserves out of profits, and the value of those reserves 
has also been evidenced in less propitious times, when 
untoward circumstances have militated against the full 
blast of earning capacity. 

Insurance in all its phases is so indispensable a factor 
in the economic scheme of things that any interference 
with the system in vogue would be little short of a 
national calamity. In a lecture delivered in Scotland 
by a prominent insurance official on the economic signifi- 
cance of insurance, stress was laid upon facilities which 
insurance gives to both capital and labour to function as 
agents of production. This aspect is well worth taking 
into consideration. Capital is necessary for industrial 
progress and expansion, but it needs security, and how- 
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ever secure capital might otherwise be, its employment 
in industry would still involve an element of chance if it 
were left exposed to those adventitious risks and casual- 
ties from which it can only find protection in insurance. 

The lecturer did not exaggerate when he said that the 
lack of such protection would paralyse industry. The 
quantity of capital available for industry would be 
restricted, less wealth would be turned to capital uses, 
and a slowing down of production would inevitably 
follow. Insurance provides the essence of credit, which is 
confidence. It gives to trade and industry a confidence 
which would otherwise be lacking, and conduces to a 
state of tranquillity and cheerfulness which is indispens- 
able to the laying of a steady foundation of credit. 
Insurance imparts a sense of security which induces the 
will to save, and the turning of what is saved to produc- 
tive uses. 

By virtue of its function in providing security, 
insurance assists materially in the solution of the un- 
employment problem. By the security which it gives to 
capital, insurance makes for increased production, and 
by maintaining production at a higher level than would 
otherwise be possible it ensures a greater demand for 
labour, and consequently greater material prosperity for 
the nation. Insurance also exerts a beneficial influence 
upon commodity prices. It cannot, of course, ameliorate 
the effects of market fluctuations, vagaries in fashions, 
competition, and so forth. Those are ordinary business 
risks which must be borne by traders themselves, but in 
a variety of other directions insurance covers risks which, 
if not so provided for, would send up the prices of com- 
modities to the consumer. In short, divorce insurance 
from trade and industry, and the cost of living would go 
up immediately. 

Insurance inevitably forms an item in the prime cost 
of most commodities, but it is only a charge for the 
service which it renders to industry. Conversely, if it 
were not for insurance, the prime cost of commodities, 
as suggested, would be higher than it is to-day. The 
service of insurance, as provided through the medium 
of insurance companies, is at once economical and effec- 
tive; if traders had, perforce, to be their own insurers, 
the economy would, at least, be doubtful. The capital 
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accumulated for that purpose over a period of years 
would be much greater in amount than the corresponding 
outlay in premiums, while, from an industrial point of 
view, the capital so set apart, instead of being utilized 
productively, would remain unfertile. 

In the development and expansion of international 
trade the repercussions of insurance are foremost factors, 
and a very notable part is played by British insurance 
companies in helping to develop the export trade of this 
country. An immense volume of business is transacted 
abroad by those companies, and their role as exporters 
is not minimized by the fact that their commodity is not 
measured by the same standard of values as commercially 
marketable commodities. It is well known that insur- 
ance, alike with banking, is responsible for a substantial 
proportion of the invisible exports which go to make up 
Great Britain’s trade balance. British credit is enor- 
mously enhanced by the large assets held by our insurance 
companies abroad. Statistics recently published showed 
that five of the British insurance companies operating 
in the United States have no less than {60,000,000 
invested in America. The whole of the funds invested 
abroad by our offices would comprise an impressive 
total. 

The extensive character of the operations of the 
British life offices is exemplified by the fact that there are 
no fewer than about 5,000,000 policies in force, represent- 
ing in sums assured and bonuses an aggregate sum of over 
£1,500,000,000. Between them the Ordinary and Indus- 
trial life offices possess accumulated funds exceeding 
£750,000,000. These figures indicate in graphic style 
the vast interest appertaining to the public in life assur- 
ance, and yet the scope for the latter is ever widening. 
There is thus all the more reason for satisfaction in the 
formation of a stable Government, and the elimination 
of all sense of insecurity, for under less favourable political 
environment it is conceivable that there might have 
been a tendency for the public demand for life assurance 
to be curtailed, with the inevitable consequence that the 
element of thrift, so essential to the welfare of the nation, 
would to a corresponding extent, suffer by its non- 
adoption. 

As things have turned out, there is every incentive 
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for the life offices to press forward vigorously with their 
current business campaign, and I gather that the results 
so far achieved are encouraging, although in view of the 
increased taxation which the public will shortly have to 
face, it would appear to be doubtful if the 1931 new 
business figures will reach the record levels of last year. 
It is unlikely that there will be any new developments in 
the near future, so far as policies are concerned. A few 
companies have been issuing new prospectuses, but they 
deal merely with new variations of the family-provision 
type of assurance. 

No scheme of life assurance has ever probably proved 
so universally and justifiably popular as the family 
provision policy, which had its inception in America, and 
continues to hold the field in this country. It is really 
an addition to the whole life and endowment assurances 
which have held sway in public favour for so long a time 
in the United Kingdom, inasmuch as it provides an 
annuity for the family in the event of the early death of 
the breadwinner. Within the last few months the life 
offices have reduced their rates of premium to what is 
regarded as the lowest possible level, and the newer kinds 
of policies are, therefore, rendered specially attractive 
from an economic, as well as an assurance, point of view. 

In these difficult times many men are unable to 
afford the necessary premium carrying full life assurance 
protection, and in order to meet their case, the life offices 
are issuing what are known as convertible term policies. 
Low premiums are quoted for selected periods of 5, Io, 
I5 or 20 years, and provision is made for the payment of 
the sums assured in the event of the death of the assured 
during any of those periods. At any time during the 
selected term the assured has the right to convert his 
policy into any form of ordinary whole life or endowment 
assurance at the normal rate of premium for the age next 
birthday at the time of conversion. The assured is not 
required to produce evidence of health at the time of 
conversion, but should he not exercise his option, the 
policy would cease to exist at the end of the period. This 
is just one instance of how the life offices are catering 
for the special needs of individuals. 

Life is only one, though a highly important, branch 
of the vast system of insurance which, in other ways, too, 
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ranks deservedly as one of Britain’s major industries. 
Last year, for instance, the aggregate net premium 
income of the British offices for all classes of insurance, 
except life, was approximately £140,000,000, while the 
reserves held in respect of those classes totalled some- 
thing like £161,000,000. Marine, fire, accident, and the 
other various kinds of insurance business that come under 
the category of the term “ general,’ are all helping 
materially to bring the nations of the world into closer 
economic contact, and to make international labour a 
practical issue, simply by virtue of their province to 
provide security. 

British insurance is, therefore, a great force, operating 
internationally to the inestimable benefit of Great 
Britain. As trade improves its sphere of influence will 
go on expanding, for the numerous companies concerned 
in the business are always well equipped for such oppor- 
tunities as may be presented commercially and indus- 
trially. One thing which tends to make insurance 
popular is its cheapness. People pay less for their 
insurance to-day than they did before the war; few, 
probably, realize that they are charged very little over 
cost price for some of their insurances. Last year the 
accident offices, as a whole, were content with a trading 
profit of less than 3 per cent. 

Shareholders did not grumble, for there was no falling 
off in their dividends, but on the contrary, several of the 
latter were increased. The explanation is that insurance 
companies pay their dividends very largely, and some- 
times almost entirely, out of investment revenue. Trad- 
ing profit, in the main, goes to swell reserves, hence the 
uniform strength of the companies’ finances. This 
admirable state of affairs indicates the soundness of the 
investment policy pursued by the directors of these com- 
panies, as well as of the methods employed in the general 
management of the business. 
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Bank Meeting 


ROYAL BANK OF SCOTLAND 


ANNUAL GENERAL COURT OF PROPRIETORS 





HE Annual General Court of Proprietors 
T of the Royal Bank of Scotland was held 
at Edinburgh on 25th November, His 
Grace the Duke of Buccleuch, K.T., Governor 
of the Bank, presiding. 


In moving the adoption of the Report, His 
Grace said :— 


I presume it will be your pleasure that the 
Annual Report and Balance Sheet with the 
Auditor’s Report, which have now been in 
your hands for some days, shall be taken as 
read. The Directors are pleased, having 
regard to the trying time through which we 
have been passing, to submit a Statement of 
so satisfactory a nature. 


DEPOSITS, Etc. 


The Deposits are down by nearly a million 
pounds—the amount as appearing in the 
Balance Sheet being £49,416,000o—but such a 
fall is quite moderate in the circumstances. 
Dealing with large figures, representing sums 
occasionally held for quite temporary periods, 
we are bound to have substantial fluctuations 
from time to time. The amount at credit of 
Small Deposit Accounts, opened under the 
scheme introduced a year or two ago, con- 
tinues to increase in a marked way, and this 
department has been the means of bringing 
us numerous customers. Our Note Circula- 
tion is slightly up, whilst there is also an 
increase in our Acceptances. 


LIQUID RESOURCES 


On the other side of the Balance Sheet the 
opening items give the customary evidence 
of the liquid strength of the Bank, whilst 
our Investments under the head of British 
Government Securities are increased by 
£1,380,000, bringing the total up _ to 
£15,108,000. There is a reduction in our 
Portfolio of Trade and Bank Bills, arising 
from the depressed trading conditions, whilst 
our holding of Treasury Bills at £2,680,000, 


forming a further strong liquid element, is 
much the same as last year. Advances on 
Cash Credit and Current Accounts, and Loans 
on Stocks and Securities, show moderate 
reductions, the causes of which are obvious. 
From these figures it is patent that the Bank 
has a considerable reserve of resources avail- 
able for trading purposes when, under 
improving conditions, the demand for 
accommodation develops. 


PROFITS 


The margin of banking profit has not been 
unsatisfactory for the period covered by our 
financial year, and profits have been well 
maintained. The net profits exhibit a sub- 
stantial increase upon the figures of the 
previous year owing to our having received 
the dividend on our holding of Shares of 
Williams Deacon’s Bank, Limited. According 
to our custom we have provided in a very 
full way for all Bad and Doubtful Debts. 
In a time of unexampled difficulty such as 
we have been passing through, the call for 
such provisions is unavoidable, although the 
Directors are pleased to reflect that in all the 
circumstances these have not assumed any- 
thing more than reasonable figures. 


BRITISH GOVERNMENT SECURITIES 


A much more important element has been 
the quite abnormal fall in the prices of British 
Government Securities following upon the 
political and financial crisis. Thanks to the 
strong internal position of the Bank we are 
able as usual to state in the Report that all 
the Bank’s Investments are valued in the 
Balance Sheet at or under the prices ruling at 
the date of the Balance. As a proportion of 
our holdings consists of Short-dated Govern- 
ment Bonds which are payable at par within 
quite a limited number of years, and these 
with all our other Investments have been 
valued at the low prices of the roth October, 
it will be realized that there is room for 
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considerable appreciation in the quotations 
as then ruling. 


APPROPRIATIONS 

In all these difficult circumstances the 
Directors are pleased to find themselves able 
to recommend a Dividend for the Half-Year, 
payable at Christmas, at the same rate as 
formerly—17 per cent. per annum—and to 
make the usual appropriations to Bank 
Buildings and Heritable Property and Pension 
Reserve Fund. As you will see, after giving 
effect to these adjustments, there is a surplus 
of over £71,000—which it is now proposed 
should be carried to Inner Reserves against 
contingencies. Hitherto it has been cus- 
tomary to add such a balance to the Rest or 
Reserve Fund, but the Directors feel that 
with that Fund at {3,780,926 (which is 
already slightly more than the paid-up 
Capital) it has reached such a figure that it 
is not necessary to add to it for the present. 
It may be noted that the Capital and Rest 
or Reserve Fund of the Bank now amount 
together to over £7,500,000. 

RECENT EXTENSIONS 

I am pleased to be able to report favourably 
of the various new or recently added con- 
stituents of our large organization. Drum- 
monds’ Branch, whilst retaining its original 
character and individuality under the same 
Management, has become part of ourselves, 
and continues to prosper. Our Branch in 
Bond Street, London, is making excellent 
progress and has already collected quite an 
important clientele. We feel honoured and 
have had much satisfaction in succeeding the 
Bank of England at their old Western 
Branch in Burlington Gardens, and I am 
glad to inform you that we have retained 
practically all the excellent private business 
previously conducted by them at that Office. 
We are much indebted to Mr. Howe, the 
former Agent of the Bank of England there, 
who now represents the Royal Bank, for all 
his loyalty and good work on our behalf. 
We have opened five new Branch offices in 
Scotland during the year. 
WILLIAMS DEACON’S BANK, LIMITED 

You are no doubt interested to see from 
the Report which is in your hands that we 
now own the whole of the Shares of Williams 
Deacon’s Bank, Limited—our important 
English associate. The arrangements for 
carrying on the two Banks in association 


with each other through representation on 
the respective Boards are working most 
harmoniously, and there is every promise 
that the connection will prove beneficial to 
both institutions. The business of Williams 
Deacon’s Bank is well maintained and goes 
on as formerly, their customers and connec- 
tions recognizing that there is really no 
change so far as they are concerned. 

In this connection may I express the 
gratification of the Directors, in which I am 
sure you will join, at the acceptance by Lord 
Derby of the position of an Extraordinary 
Director of the Royal Bank. His Lordship’s 
name is a household word in the area in 
which Williams Deacon’s Bank chiefly 
operates, and he is well known for his local 
patriotism as well as for his eminent public 
services. I am sure this association will be 
regarded very favourably by the friends of 
Williams Deacon’s Bank. 


THE BANKS AND THE PUBLIC 


Last year, speaking from this Chair, I made 
a strong plea for public economy and pro- 
tested against the growing expenditure of 
the time, much of which seemed to be not 
only wasteful but demoralizing. I endeav- 
oured to show the seriousness of the posi- 
tion which, as I pointed out, was even then 
tending to become a national emergency. 
I am no seeker for honour as a prophet, but 
we have truly had to face a great national 
emergency culminating in a financial and 
political crisis which has affected practically 
the whole business world. The Banks have 
no politics, but on the occasion of the recent 
Election they found that the question of the 
nationalization and public control of the 
whole banking system of the country, in- 
cluding the Joint Stock Banks, had become 
a plank in the platform of one of the con- 
tending parties. All this seems somewhat 
extraordinary to those connected with the 
practical administration of the Banks, who 
have been engaged with much hard work and 
a good deal of anxiety in doing their best to 
encourage, develop, and sustain the trade of 
the country over a series of most difficult 
years. They are quite unconscious of any 
desire to dominate credit or industry or any 
other interest. Their chief care is to look 
well after their depositors’ money, which is 
drawn from all classes of the community, and 
whilst at all times ready to make advances 
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for trading and general purposes and to do 
whatever is necessary to uphold the industries 
and the credit of the country, they have 
constantly to keep their assets in a reasonably 
liquid state so that they may be in a position 
at any time to fulfil their contract to repay 
their depositors on demand. It would be 
difficult to conceive of anything less like the 
swollen money trust of the imaginations of 
some of the extreme critics of the Banks 
than a Scottish Bank, which is conducted on 
the lines suggested by the experience of over 
two hundred years of prudent management 
and service to the people. Happily, there is 
another side to the picture. The Banking 
structure of the country has recently been 
subjected to the keenest scrutiny by the 
distinguished body of men forming the 
Macmillan Committee, with an eminent 
Scotsman at its head. I think it may fairly 
be claimed that apart from a certain degree 
of criticism, to which all human effort is 
open, the Banking system has emerged from 
that enquiry practically unscathed; but with 
all deference and respect to that Committee 
the Banks have also received exoneration 
from an even more important tribunal— 
namely, the people themselves, who have 
surely given them a very striking vote of 
confidence. That is not surprising. The 
inhabitants of this northern part of the King- 
dom do not need to be reminded of Lord 
Macaulay’s dictum that “her schools and 
Banks had transformed Scotland,’ or of the 
pronouncement of a well-known authority to 
the effect that the Banking system of 
Scotland ‘‘has contributed more to the 
prosperity of our country than any other 
class of institutions,’"—and I might perhaps 
add Sir Walter Scott’s remark in his famous 
defence of the Scottish Bank Note Issues 
written more than one hundred years ago 
when under the name of ‘“ Malachi Mala- 
growther,”’ he said on behalf of the Banks: 
“We are well, our pulse and complexion 
prove it: let those who are sick take physic.” 


TRADE REVIVAL 

On the subject of the revival of trade it is 
only possible as yet to speak in very general 
terms. We have secured the desired return 
of confidence and that sense of security which 
are essential to all trading enterprise. There 
is a new atmosphere. Abandonment of the 
Gold Standard, as is daily pointed out, has 
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had a stimulating effect upon our export 
trade, although that has its limitations. In 
various industries there are new and broaden- 
ing enquiries, and connections dormant for 
years have been reopened. High hopes are 
centred upon the measures to be adopted by 
the National Government, but it must never 
be forgotten that in addition to what can be 
achieved in that way, much hard work and 
personal effort will be required before we are 
in the position to resume our old place in the 
markets of the world. It must be observed 
also that we are in the grip of a great world 
crisis, and substantial progress cannot be 
made unless by conference and negotiation 
the different Governments come to an agree- 
ment about War Debts and Reparations, and 
the great Central Banks on Credit and Cur- 
rency problems. In the meantime the 
stabilisation of the pound, however desirable, 
must wait, as we cannot afford to take action 
until we are absolutely assured that we can 
maintain the new basis as a definite and per- 
manent arrangement. 


THANKS TO OFFICIALS AND STAFF 


The Directors desire to renew their expres- 
sion of thanks to the Officials and Members of 
the Staff at Head Office, London—the City and 
West End Offices—Glasgow, and Dundee, 
and all the other Branches for their loyal and 
willing co-operation. 

The Directors again desire to place on 
record their high appreciation of the valuable 
services rendered by Sir Alexander Wright, 
the General Manager, during a year of con- 
siderable difficulty. In their thanks and 
appreciation they would also wish to include 
Mr. William Whyte, the Deputy-General 
Manager. 


APPROVAL OF ACCOUNTS: DIVIDEND 

With these observations I beg to propose 
that the Report now submitted, containing a 
Statement of the Accounts and Balance- 
sheet, be approved, and that out of the Profits 
of the year a Dividend at the rate of 17 per 
cent. per annum for the Half-Year, under 
deduction of Tax, be now declared in con- 
formity therewith. 

The Report was approved, and the 
Governor, Deputy-Governor, Extraordinary 
Directors, and the retiring Ordinary Director 
were re-elected, and Auditors were re- 
appointed for the ensuing year. 
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| | 
| d | GERMANY 
|ENGLAND| U.S.A. | FRANCE | BELGIUM | NETHER- | penmark| NORWAY |SWEDEN| 
| | pan LANDS = tf . N | 
| | | Total Abra 
154-7 | | 145-9 21-0 33-9 | 10-0 8-1 | 12-7 | 91-3 | 4 
157°4 | | 145-9 21°7 35-9 10-0 | 8-1 12-8 |; 95:9) 44 
173-2 236-7 22-9 35:9 | 10:0 | 8-1 } 12-7 | 108-1 44 
OCTOBER .. | 165-1 | 247°3 23°1 35-9 | 9:5 8-1 | 18-1 | 121-2) 4 
| | | 
1929 | 
JANUARY .. | 154-2 | 540-8 25-8 35:9 | 9-5 8-1 | 13-0 | 133-6 | 44 
APRIL 155-8 570-2 26-0 34-9 9°5 8-1 | 12-9 126-$ ip 
JULY on 154°4 | 596-3 28-8 36°7 9°5 8-1 |} 12-9 97°6 44 
OCTOBER .. 131-7 619-0 29°3 36-6 95 | 81 | 13°3 108-3 74 
1930 
JANUARY .. | 150-5 | 601-9 33-6 0 9-5 | 81 | 13-5 | 111-8 | 1 
APRIL ws 156-2 620-9 33-8 “F 9-5 | 8-1 |} 13°4 124-5 74 
Juty ..| 156-3 | 615-1 34-3 7 95 | 81 | 13-3 | 128-2 | 74 
OCTOBER .. 155°6 611-0 36-2 i 9-5 | 81 | 13-3 | 119°6 14 
NOVEMBER 160-4 616°: 37-0 ‘2 | 95 | 81 | 13-3 | 106-7 | 104 
DECEMBER 154-6 | 618 37-1 2 | 95 8-1 | 13-3 | 107-2 | 104 
1931 | | | 
JANUARY .. 145-9 604°3 432-6 39-2 B5-2 | 9°5 8-1 13-3 | 108-5 | 104p11 
FEBRUARY 140-4 632-1 447°9 39-6 36-0 | 9°5 8-1 13-2 109-8 10-7611 
MARCH... 140°9 | 635-8 451-5 40-5 58 9-5 | 8-1 | 18-2 | 111-9 10-3 Bll 
APRIL ee 144°5 640-1 451-6 41-1 3 9-5 8-1 | 13-2 114-7 10:23°2 
May .. | 147-5 | 651-8 447-8 41-3 7-2 9°5 8-1 |} 13-2 | 116-0 | 109f§3°3 
JUNE T 151-9 669°7 450-3 | 41°4 2 9-5 8-1 | 13-2 | 112°6 2'7 B38 
JULY «| 2083 701-1 452-7 41-0 ‘1 9-5 8-1 | 13-1 | 69-6 | 57637 
AUGUST .. 133°5 704°6 471-4 44-7 ‘Ss 9°5 8-1 13-1 66°8 49 p49 
SEPTEMBER 134°3 | 712-1 471-5 46-4 3 9°5 SL 12°6 | 66:9 49 B75 
OCTOBER .. 134°8 644-9 481-5 71-3 58-0 9-0 8-0 10-9 | 63-7 | 49902 
NOVEMBER 135°7_ | 562-8 | 520-5 73:4 70-7 9-0 9-5 | 11-7 | 56-0 | 43985 
* The figures are taken from the retungja oF nes 
? Excluding a small amount held in ipanking 
> Gold and silver holdings. 
Table If CREDIT AND CURRENCY (millions of £) 
i 2 
CLEARING BANKS BANK OF ENGLAND 
a . ry a ets aie 
| | Other Deposits Government 
| | on bintinisteianie “ | Securities 3 " 
Deposits | Cash Advances | in Banking Reserve PP eo “> 
Total Bankers’ Depart- irculation 
| Balances ment 
1928 
JANUARY 1,747°2 197-6 | 923-0 | 112-9 _ 39-9 38-7 371°5 | JA 
APRIL 1,65 187°4 | 933-1 96-6 _ 32-2 42-9 373-2 | AI 
JULY 5 193-2 932-0 111-3 ~_ 29-8 58-3 376-2 Ju 
OCTOBER i 192-4 937-9 101-2 — 36-4 52-6 370-1 Oc 
| | 
1929 
JANUARY .. 1,809 198-0 | 956-1 105-0 67-6 55-1 49-8 363-9 | Ja 
APRIL oe 1,743-2 188-5 985-8 99-0 62-6 51-2 55-3 360-4 AY 
JULY me 1,778-2 189-9 985-9 101-9 65-0 47°3 43-2 368-9 J 
OCTOBER .. 1,764°5 189-2 | 973-7 101-4 63-6 72-2 31:4 360-7 Oc 
1930 | J 
JANUARY 1,767-5 192-0 | | 111-8 75°5 64:9 53-5 355-8 a 
APRIL 1,712°0 187°2 | 2 101°7 65-2 57:1 60-6 359°8 ie 
JULY - 1,749-0 191-2 “4 107-0 70°3 52-4 49°8 365-0 O 
OCTOBER .. 1,791-0 188-7 2-3 95-9 61-0 42:2 60-6 357-2 N 
NOVEMBER.. | 1,800°5 188-8 7 92-2 57:8 34:9 64-3 354-2 | Ds 
DECEMBER .. 1,838 -9 204°3 ‘3 115-6 81-4 59-2 41-6 368-9 | i 
1931 se ve ‘ JA 
JANUARY .. 1,835°9 194-6 “4 97-7 64-4 48°8 51-4 351-7 FE 
FEBRUARY .. 1,781-°9 187-0 8-1 93-6 60-1 38-0 53°4 347°1 M 
MarcH.. |_1,726-0 180-7 5 94:3 60:8 30-3 2-6 349-3 ie 
APRIL ee 1,698°1 175-4 923°8 91-9 56-6 32-0 51-9 353-7 M 
MAY an 1,699°8 176-3 | 917°9 92-4 58-1 “3 55-5 353-9 It 
JUNE ee 1,744°4 184-3 906-6 102°3 68-7 33-2 63°8 353-9 1 Ie 
JULY ee 1,750°3 180-7 896-7 103-1 69-3 36-3 56-3 358-1 | Al 
AUGUST <a 1,708-3 176-9 892-4 98-5 59-3 | 50-4 | 50-7 357°5 | SE 
SEPTEMBER 1,675°4 170-7 895-0 111°5 60-2 56-7 55°38 354-1 0c 
OCTOBER .. 1,687-8 172-9 894-4 120-4 68-3 56-5 53-6 356-8 | = 
* Average weekly balances, nine banks. * Average of four or five weekly returns. * The figures prior to { 
amalgamation of note issues (Nov. 22, 1928) are not comparable with those succeeding. (See ‘‘ A Banker's | 


Diary,” Dec. 1928 issue.) ‘ Prior to November 1928, “ adjusted ”’ total of bank-note and currency note 
circulations. 
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a 
NGS (fENTRAL BANKS? Table I—cont. 
or £) 
GERMANY 3 | | ARGENTINA 
—— fst | POLAND | SZECHO. | ausTRIA |HUNGARY| ITALY |5WITZER-| spain | JAPAN 
SslA SLOVAKIA | | LAND Conversion | Banco de 
al Abr: | | Otfice | la Nacion 
31 44 12°1 6-7 2-4 7:1 49-2 19°5 103-2 | 108-8 | 96-8 | 
“9 44 13-0 6°8 3:4 71 51-2 17-1 103-4 108-9 99-0 
+ 44 13-9 6:9 3°4 7-1 53:3 17°7 103-4 | 108-9 107-2 | 
2 44 14:0 oe | 4-9 bs | 54°6 | 18-6 103-4 | 108-9 97°9 | 
| 
6 44 14°3 7:3 4-9 7°2 54°6 20°5 101°5 108-8 105:2 | 
3 64 14°4 7:3 4-9 73 «| «455-4 19-1 101-5 | 109-0 96-1 
6 44 14°5 7:3 4-9 6-3 | 55°83 19-7 101-6 | 108-8 92-1 
3 7 15:7 7°5 4°9 5°8 | 56-0 21-1 101-7 108-8 90-0 
Bs) 16-1 7:7 4:9 5:8 56-1 23°6 101-7 107-3 7:9 1-3 
zi 16:2 7:7 4°9 5-8 | 56:3 22-2 97°9 91:7 87:9 1-3 
eB 16:2 | 8-0 4-9 5°8 | 56°3 22-9 98:0 | 90-2 87:9 1:3 
14 13:0 | 8:7 6-2 5°8 57°2 | 25-4 98-2 85-1 87°3 0:9 
104 13:0 | 9-2 6-2 5:8 57°2 26-7 93°3 | 84-2 85-5 0-3 
10-9 13-0 9-4 6°2 5:8 | 57°73 | 26°6 97°6 84-8 84°5 0:3 
“5 10-4 p11 13:0 | 9-4 6:2 5:8 57°3 | 28-4 96°7 85-4 84-5 0:3 
-8 | 19911 13-0 | 9-4 6-2 5-8 57°3 | 26-0 95-8 85:5 81°5 0:3 
‘9 | 109 Bll 13-0 94 | 6-2 5:3 57-4 | 25-5 95°38 | 85:3 80-4 0:3 
-7 | 199832 13-0 9-4 | 6-2 4°5 57-4 25°5 96-0 | 85-9 77-4 0-4 
0 | 10-933 13-1 9-4 | 6-2 4:0 57-5 | 25-5 96-1 86-6 67°5 0:3 
6 12°7 B38 13:0 9-4 | 6:2 4°0 57°5 | 25-9 96-1 86°38 66-9 0°3 
6 5:7 pa'7 13:3 9-4 6-2 4-0 58:1 | 33-4 96-3 87°3 64-7 0-3 
2 4-9 p49 13°1 9-3 6-2 3:8 58-1 47-2 90-2 84-7 62:3 0-3 
9 49 B75 13-1 9-3 6-2 3:8 58°1 | 47-1 90-2 | &3-4 61-4 0-3 
‘7 | 4.9902 13°3 9°3 5°5 3°8 58-9 | 67-4 90°3 | 82-3 
0 | gy PRS 13-7 9-4 | 555 3°83 60-3 | 86-7 89-1 | | 
m the or nearest the first of the month. 
nt held in ng Department. 
Table TI GOLD MOVEMENTS 
| suaraen UNITED KINGDOM UNITED STATES 
— } ae — - - ee — LL 
| | . TRANS. 
4 | _Net | | ___Net Net — |VAAL GOLD 
sin | | Influx (+) Imports Exports | manors (+) | Imports | Exports a (+) Bes ngs 
— enone (~) | Exports (—) | | Exports(—)| fine ounce 
| | £ millions £ millions £millions | € millions | $ millions $ millions $ millions £ millions 
— | ” eq a aaa ~~ es 
1928 | | | 
5 JANUARY ..| + 3°9 4-1 2-2 +19 | 38:3 52-1 | -—13°8 3-6 
2 APRIL + 2-4 2:4 “6 + 1:8 | 5-3 96°5 |} —91-2 3-5 
3 JULY + 2:1 4-9 19 =| +3:0 | 10-3 74-2 | —63-9 3:7 
1 OCTOBER — 5:2 3°3 | 9-4 — 6:1 14°3 1:0 +13°3 3°8 
| 
1929 | 
9 JANUARY “2 2-4 5:7 <—e 48:6 i +47-2 3°7 
a APRIL + 4:7 3°3 + 2°5 24-7 i 1-6 +23-1 3-7 
9 JULY —14°3 4°6 20-6 —16-0 35°5 ‘S | +384-7 3:8 
7 OCTOBER + 1:3 5:9 5-5 + <4 21:3 3-8 +17°5 3-8 
| 1930 
sg | JANUARY ..| + 4:0 8-6 | 3:3 + 5°3 12-9 8-9 + 4:0 3°8 
3 | APRIL | £66 | SO | #0 + 5:8 65°8 0-1 +65°7 3-7 
oO | JULY —38 | 51 | 8-3 — 3-2 21-9 42-5 —20°6 3:9 
9 OcroBER ..| + 4:8 9-3 7-1 + 2-2 35-6 9-3 +26-3 3-9 
2 NOVEMBER .. — 5:0 8°5 8-9 | — 0-4 40:2 5-0 +35-2 3-8 
9 DECEMBER .. — 8-0 8-9 16-1 | — 7:2 32-8 = +32°8 3-9 
1931 | 
7 JANUARY .. — 7:5 73 | #162 | —89 34°4 — +34°4 3-9 
i FEBRUARY .. | + 0°6 6-4 5-9 | + 0°5 16:1 - +16-1 3:6 
3 MARCH + 2°5 4-7 3°4 | + 1:3 25°7 | _ +25°7 3-9 
7 APRIL — 2-7 5-9 0-9 | + 5:0 495 | — +49°5 3-7 
9 May + 4:7 4:3 | O38 | +40 | 509 | 0-6 +49°7 3-9 
9 JUNE + 9-8 13-8 | - 26 | +11:2 | 68:9 | — +63-9 3-8 
1 JULY —31°7 10°0 36-8 } —26°9 | 20°5 1-0 +19°5 3°9 
5 | AUGUST aa + 1°) 8-2 13-2 —- 5:0 | 57-5 _ +57°5 3-9 
1 SEPTEMBER.. | — 1-0 4-8 7-0 — 2-2 | 3-9 
gs! | OcToPER — | 86 53 +33 | | 4:0 P 
or to 
ker’s 
note 
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LONDON — 
Discount Rates | Treasury Bills | 
Week ending | tank R oy ae } ; ; | ” Trade | - 7 y | | Beak 
| Bank Rate Pye WN | Rank Bills ine Trade © | Weekly Tender | Amount Amount 
| sceanielions 8mouths | 3 nonths Rate Offered Applied for . 
| } er 
Percent. | Per cent. Per cent. Percent. | Per cent. | £ millions £ willions a 
_ —_ oan a ee Se | site Sacco } 
| 
1931 £s d ' 
JULY ‘ 2h 1: 23 118 3-45 40 80-0 | 
Ee il 24 13! 23 2 0 2-67 40 56°38 | j 
si 18 23 23} 23 Ss 7 #i7 40 49-2 : 
“a 25 3 3a 34 3 8 11°61 45 47-4 ’ 
AUGUST 1 4 3% 44 4 6 6:72 40 50°5 : 
a 8 44 4h 4} 45 9-5 35 49°3 ] 
ss 15 4} ds 4} 4 2 10-92 35 51:6 | : 
“ 22 44 44 4} 4 2 3:59 | 35 46°3 | ; 
Ba 29 4} 4t 43 & 2 k-67 40 45-5 | ; 
SEPTEMBER 5 44 43; 43 4 2 3-01 40 49-4 | 
aa 12 44 4hj 4} 4 4 6:93 40 46-7 | j 
Mm a 4} 4y'5 43% 4 6 3:96 40 43-9 
a a -es 6 5% 647 5 2 8-37 40 42:7 
OctoBER 3. 6 53 7% 511 0-07 40 47-9 | 
a ie 6 54] 6tt 511 4-63 40 49-5 | ‘ 
ne 7 6 5} 63 510 5-56 40 61:5 | ‘ 
ee 24 6 5t4 6} 5 7 8:07 40 64-0 ‘ 
oe 31 6 5it | 6} 5 5 1°42 45 66-3 | : 
NOVEMBER 7 6 534 63 5 10 8-47 40 55-3 | 





| 
| 
} 
{ 
| 
| 
| 
| 
| 


All figures given shove, except thos 


Table V FOREIG! 





























NEW YORK| MONTREAL) PARIS BRUSSELS | MILAN ZURICH ad MADRID | # 
| | 
Sto£L | tok | Frtox | Belgato£ | Lireto£ | Fr.to£ | P'tas to £ | ‘ame 
| _ 2 ar 
PAR OF EXCHANGE.. .. | Pa | | 4&4 | r2g°2t | 35°00 92°46 ! 25°22 } a5'2215 pee 
| | Ee 
1928 | | 
JANUARY... ‘i os| 4 3 4-8848 124-00 34-963 92-17 25°302 | 28-504 1 
APRIL 4°8 4°8805 124°01 | 34-953 92°53 25-332 29-118 1 
JULY P 4- 4°8745 124-18 34-979 92-81 25°255 | 29-511 
OCTOBER.. 4: 4°8506 | 124-14 34-895 92-61 25-200 | 29-970 ( | 
| 
| 
1929 | 
JANUARY... an .-| 4°8503 4-8619 124-08 34-898 92°67 25°207 | 29-751 Pr 4 
APRIL .. “on ..| 4°8534 4-8887 124-21 34-950 92-70 25-215 | 32:928 | 
JULY = 4°8511 4°8766 | 123-88 34°911 92-74 25-219 83-451 | 
OCTOBER. . 4-8698 4°9243 123-89 34-874 92-99 25-176 33-586 Y 
1930 | | | 
JANUARY... es . 4°8697 | 4-9222 123:91 | 34°947 | 93-05 | 25°162 | 37-017 | 
APRIL 4-°8635 4-8654 | 124-11 | 34-842 | 92-777 25-095 38-946 
JULY we 4°8656 4-8622 | 123-67 | 34-810 92-87 25-044 42-203 
OCTOBER... 4-8591 4°8536 | 123-85 | 34-845 | 92-804 | 25:020 | 47-141 | 1 
NOVEMBER 4+°8565 4°8513 | 123°65°| 34-829 92-781 | 25-049 43-075 | 
DECEMBER 4°8534 4°8610 | 123-60 | 34-772 92°723 | 25-038 45-179 | 
| | 1 | 
1931 | | | 
JANUARY... -. 4°8551 | 4°8645 | 123-81 34°815 | 92-739 | 25-076 46-640 
FEBRUARY 4-°8586 4°8591 | 123-94 | 34-845 92°807 | 25-180 47-658 
MARCH 4°8584 | 4-8590 | 124-16 | 34-879 | 92-742 | 25-246 45-298 
APRIL 4°8599 4°8621 | 124-28 | 34-950 92-815 25-235 47-015 : 
MAy 4-8641 4°8666 | 124-34 | 34-956 92-910 | 25-220 48-840 : 
JUNE 4°8649 4°8775 | 124-23 34-940 92-937 25-078 50-516 | 
JULY 4°8566 | 4:8729 | 123-82 | 34-818 Hee | 24-904 52-018 | : 
AUGUST .. 4°8576 4-8724 | 123-91 | 34°845 92-874 | 24-946 55-685 | 
SEPTEMBER 4°5412 | 4-6981 | 115-84 | 32-609 | 88-009 23-195 50-766 | 
OCTOBER. . 3-8887 4°3700 | 98-66 27-794 75-352 19°823 43-366 | eas: 
bandonec 
ee eee _ ia a i bandonec 


! The ol ty of 25°2215 

* The Saari of 25° “sab Banks clos 
8 Berne until November | A 

4 Average Oct. 1 to 0% 
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Table IV—cont. 






















































































ee NEW YORK | Panis: BERLIN AMSTERDAM 
—| | | | | 
| | | 
Market | Market | Market Market 
Bank Rate; Discount Call Money | Bank Rate | Discount | Bank Rate Discount Bank Rate Discount 
| Rate | | Rate te Rate 
int | | | | | 
d for | ] | | ee] 
Per cent. Per cent. Per cent. Per cent. Per cent. Per cent. Per cent. Per cent. Per cent. 
ions - z == aa eS ae 
| | | 
| | ; 
| 
| 1} 1 1} 2 18 7 7 2 i& 
0 ! 1} 43 1} 2 1} | 7 7 2 #i 
8 | 1} # 1} 2 13% } 9 —_ 2 5 
2 | 1} 1% 14 zZ 125 | 10 _ 2 132 
4 | 1¢ 4 14 2 1? | 102% _ 2 1g 
» 14 1 1} 3 12} 15 2 153 
. 4 14 rr 1} 2 13i 113 _ 2 | 1d 
5 1s R 14 2 13% | 10 _— 2 | $} 
3 1} 12 1} 2 143 | 10 — 2 # 
} 14 43 1} 2 1 | 8} 7k 2 i 
t 1} + 1} 2 1 } 8 7% 2 
7 1} i 1} 2 13 8 7k 2 1% 
) 1} 1d 13 2 12 8 9+ 2 | 1# 
7 1} lis 1} 2. 14% | 8 Nis 3 2a 
) 123 133 133 245 1¢2 | 8 8 3 245 
34 254 2a 24 1} 8 8 3 2 
) 34 32 2h 2h Qe 8 8 3 233 
) 34 33 24 2 2 8 8 3 234 
3 33 3is 24 2 134 8 8 3 2335 
} 
resury Bills, are averages of daily rates. 
iiCHANGES Table V—cont. 
AVERAGES 
|AMSTERDAM| BERLIN } PRAGUE | WARSAW (STOCKHOLM; BOMBAY | KOBE | RIO DE BUENOS 
F.tog | Rmk.tog | K toe| dtytoe | Kr.tog | a.per Rupee | d.per Yen ar 5a ‘4, per 
in . mk.to£ | a. 0 £| Zloty to r. to | 4. per er " | iets. aul Fy 
12°107 20°43 164°25 47°38 18159 18 } 2n58 58997 47°619 
| | —— 
| | a oe : | 
12:087 | 20-461 164-49 43-505 18-138 18-09 23°10 5-918 | 47°83 
12°111 | 20-412 164-71 43°505 18-184 18-00 23°47 5-923 47°81 
12-084 20-384 164-12 43-500 18-161 17°91 22-65 5-902 47°43 
12-096 20-364 163-63 43-313 18-138 18-06 22-88 5-918 47°34 
| 
| | | 
| 12-091 | 20-402 | 163-83 | 43-313 | 18-138 18-06 | 22°55 | 5-905 | 47-41 
12-090 20°475 163-89 43-313 18-173 17:96 | 22-08 5:869 | 47°28 
; 12-086 20-359 163-87 43-308 18-098 17°82 | 22°54 | 5°873 47°23 
: 12-098 20-397 164-42 43-418 18-141 17°87 23°58 | 5°860 | 46°82 
} } | 
| | | 
12-102 20-387 164-56 43-398 18-136 17°93 24-25 5-525 45°04 
| 12-098 20-375 164-17 43-416 18-092 17°86 24:38 «=| 5:748 43°71 
12-093 20-383 164-06 43-382 18-097 17°82 24-39 | 5:°368 | 40-50 
12-061 20-412 163-78 43-375 18-095 17°82 24-52 (*)5-119 38-49 
12-082 20-380 163-79 43°371 18-101 17°79 24°50 | 4°845 38-65 
12-061 20-369 163-70 43-352 18-104 17°78 24°53 | |= 4°726 37-39 
] | 
12-066 20-419 163-91 43-312 18-138 17-7 24-48 4-461 | 34:49 
ct 12-104 20-438 164-08 43-375 18-149 17°78 24°45 4°255 35-60 
| 12-110 20-406 163-94 43-375 18°143 17°88 24°41 3°83 38-60 
| 12-106 20-409 164-06 43-375 18-148 17°85 24°41 3°618 37-68 
12-103 20-433 164-12 43-375 18-143 17°86 24-41 3-330 34-91 
| 12-088 20-497 164-19 43°375 18-143 17°85 24-39 3-730 34°7 
, 12-056 | 20-967 | 164-01 | 43-412 18-145 17°81 24°40 3°57: | 33°61 
| 12:046 | 20-573 | 163-98 | 43-375 18°158 17°77 24°41 3°151 31-93 
| 11°263 | 19°365 153-43 37°458 17-501 17:77 26°19 3°162 31°81 
9-630 16-702 130-68 34-646 16-811 17°88 30°07 3-502 32-025 
bandoned as from June 25, 1928, c ee 
: bandoned as from December 22, 1927 
215 oe 
aise F Banks closed during remainder of month, 
Oct. 4 x* 
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“Table vr BRITISH TRAD) 




















. Gadde | IR 
| F 
COAL | PIG-IRON (1) | STEEL) | |— 

—_ - 3 , | 
| | 

Exports . | 

Production (ineluding | Pe of Production Production | 

| Coke) | urnaces in | 
| wae | * 

Millions of Millions of | 
mons Tone | month | bea * =——— - | = 

1928 | | 
JANUARY... xa <a 7 és 21-5 | 4:3 | 148 560 626 
APRIL a a ‘i x pe 18-2 4:0 | 149 563 644 
JULY.. a ie ss we as 18-1 4-5 } 131 538 667 
OcTOBER .. - ie is ss 21-1 | 51 136 544 756 p | 

1929 | 
JANUARY oe aa én os ee 22-4 | 4-9 139 564 765 
APRIL ee se - an ai 20-9 5-0 152 611 809 
JULY... x as - ae es 21-1 | 6°3 167 672 805 
OCTOBER 6< ae ae ae ke 23-0 6-2 166 689 H 890 

1930 | | | 
JANUARY... es - os a 23-8 5-9 159 650 771 | 
APRIL ap ee y ws aie 19-7 4-6 151 620 696 | 
JULY .. ar as es an és 18-7 4:9 105 486 621 . 
OCTOBER aa ne <é és “< 21:0 5:1 96 415 512 ) 
NOVEMBER .. ae “se 7 ae 19°8 4-4 92 84 434 
DECEMBER .. 4 ei i ae 20°7 4°6 76 350 } 337 
| ! 
1931 } 
JANUARY .. - i ad wv 19-2 3-6 83 | 337 | 402 
FEBRUARY .. wi io os oe 18-9 3°8 81 | 320 | 486 
MARCH ws oe oe aie oe 19-4 3:8 | 81 357 500 
APRIL ne a 2 ee a 18-6 3-6 | 7 60OCU|téSSS 397 
May .. ws ‘2 és oe ee 17°3 3°6 80 346 435 
JUNE.. ée ‘ +e “s ue 17-8 3-9 | 76 } 324 429 
JULY.. ea - — a ee 17-1 3°7 | 70 317 429 
AUGUST oe es as as as 16:1 3°5 | 64 276 357 { 
SEPTEMBER .. ae a“ ee oa 18-0 3-9 62 248 400 
OCTOBER .. 7 ee oe oe 19-7 4°3 66 234 457 
- - - - aa the Nati 
a@ Returns s issue 
Table VI BRITISH TRADE AND IN DUSTRY—conté. 
j 1 
OVERSEAS TRADE BANK CLEARINGS | UNEMPLOY MENT | 
7 { - - : * j smaiiei 3 i. 4} Index of | 
| | 9 | . 3 | Percent-| Numbers} Produc- 
Imports | Exports |‘Re-exports) London Provincial) Total rage | | age of on Live tion 
“ Country” Total insured | Register | (Quarterly) 
| | persons | 
£ | £ £ £ £ £ £ | unem- | 000’s | 1924 = 100 
millions | millions | millions millions millions millions millions | ployed | omitted | 
| 1 

1928 Bs P . 4 : 4 = JANU 
JANUARY .. 100°4 | 59-7 10°3 10°3 5° 16-1 19-0 10-7 | 1,204 | 105-7) | appr 
APRIL a 96-8 55°3 11-0 10-5 6-0 16°5 19-2 | 9-5 | 1,081 | 103-7 JULY 
JULY os 95-5 60-9 8-5 10-2 5-5 15-7 18°5 11:6 | 1,259 | 95-4 Octo 
OCTOBER .. 102-7 64°3 8-9 10°2 o°4 15°6 18-8 11°8 1,339 105°2 

: 

1929 
JANUARY .. 116-1 | 66-9 | 9:8. 10-4 5-5 | 15-9 29-2 | 12-3 | 1,427 | 103-3 | JAN 
APRIL .. 104:2 | 60-2 | 10-4 10-5 5:3 15-8 , 19:0 | 9-9 | 1,159 | 111-0 JULY 
JULY ea 93-6 66°5 8-0 10°3 5-4 15:7 19-0 9-9 1,140 | 108-2 Octo 
OCTOBER .. 110°3 64°6 9-1 10°3 5-1 15°5 18-9 | 10°4 | 1,218 | 114°8 

| | | | 

1930 - 7 P | F JANT 
JANUARY .. 101-9 58°3 8-2 10-4 5-0 15°4 19°5 12-6 | 1,481 | 109-6 ‘APRI 
APRIL .. 83:9 | 46-9 7:8 10-4 4°7 15-1 20-3 | 14-6 | 1,678 | 100-9 JULY 
JULY .-| 85:2 | 50-7 6:7 10-0 4:3 14:3 19:9 | 16-7 | 1,964 |_ 90-7 Octo 
OcTOBER ... 90:9 | 46-9 7-2 9°6 4-0 13-5 19°9 18-7 | 2,200 | Novi 
NOVEMBER | 79-4 | 44:1 6:8 9-4 4-2 13-6 | 20-2 | 19-1 | 2,274 | > 92-7 DECI 
DECEMBER 89°6 | 38-5 5-2 9-4 4:3 13-7 20-9 | 20-2 | 2,393 

| « 

1931 > JANt 
JANUARY .. 75:6 | 37°6 6:0 9-9 4:2 14-2 22-1 21-5 2,614 | FEBI 
FEBRUARY.. 63°6 | 31-8 5-9 9-1 4-1 13-2 20-7 21-7 2,628 | 85-1 | Mar 
MaRcH ..| 70:7 | 34:0 5-4 8-9 4-1 13-0 20-4 21°5 2,625. | APRI 
APRIL os 70:0 | 32-5 6°6 9°5 3°9 13°4 21-1 20-9 2,532 | May 
May .-, 69°6 | 33-9 5:7 9-1 3:9 13-0 20:7 20-8 | 2,523 0-6 | Jun 
JUNE ..| 68-6 | 29-4 6-0 8-5 3:7 12-3 19°8 | 21°83 | 2,629 JUL 
JULY ee 70-1 34-3 4-9 9-1 4-0 13-1 21-3 22-6 | 2,664 | AUG 
AvaustT ../ 65:3 | 29-1 3-8 8:8 3-8 12-6 21-0 22-7 | 2,732 | > 81°5 SEPT 
SEPTEMBER 68-3 | 29°8 3-8 8-0 3:3 11°3 81-9 22-6 2° 807 Oon 
OCTOBER .. 80°7 | 32-8 5°3 9-0 4-1 13-1 20-9 21-9 | 2,756 

{ — 
s Daily a averages. hie Country ’ es clearings at London Clearing House. 8 Total clearings (London comy 


“Country ” and Provincial) adjusted, for comparative purposes, by application of, Board of Trade index 
number of wholesale prices (1924 = 100). * Average of four or five weekly returns. * Reprinted by courtesy 
of the London and Cambridge Economic Service. 
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pfx? ND INDUSTRY Table VI—cont. 
TRAD a | haapiaiiati 
RCTURES 1 rit MEOF | MACHINERY COTTON WooL 
EL (1) —— - — ana — ae eeranioel eieenne einen ae ———— 
—a? | | | Exports of Exports of Exports of Exports of Exports of 
| | Imports Exports Imports Exports Yaris Piece Goods ‘ops | Wool and Wool and 
ction | | | Worsted Worsted 
| | | Yarns Tissues 
Thousands | Thousands £ | ¥ Millions of Millions of Millions | Millions | Millions of 
ands of of Tons of Tons thousands | thousands Lbs. Sq. Yds. of Lbs. of Lbs. | Sq. Yds. 
ns | ——— | _ — al = —E 7 ee _ 2 a 
| 
3 | | | 
284 332 } 1,345 4,805 14:9 337-4 2°8 4:0 16:9 
6 253 344 | 1,464 4,143 | 13-8 314-8 2-9 3:7 10-0 
4 219 =| 333 } 1,461 4,567 | 11-4 338-6 2°6 4°2 18-0 
7 261 | 377 | 1,488 4,402 | 15-1 334°0 | 2°5 4°5 12-7 
6 | | | | 
| | 
244 421 | 1,627 5,078 | 16:9 379-3 | 3-1 3°6 18-6 
5 262 340 | 1,574 | 4,151 | 13-1 | 349-4 | 2°4 3:0 9-5 
9 237 =| 376 | 1,687 | 5,066 | 15-0 | 355-4 2-2 5-1 17-5 
5 248 | 390 | 1,724 | 4,803 13-5 | 265°8 3°3 4°5 11-1 
0 | | 
310 352 | 1,514 4,456 13-2 313-2 2°7 3°7 14-1 
1 234 268 } 1,699 | 3,861 | 11°5 217-0 2-4 3-0 7:0 
6 | 199 | 303 | 1415 | 4,440 | 11:0 | 197-4 2:7 3-2 10-1 
1 264 | 264 | 1,499 4,128 11-7 150-3 3:1 3°6 8-7 
2 \ 210 =| 204 1,145 3,520 11-0 130-3 2°5 3°8 8:3 
4 2383 | 170 1,460 3,332 11:6 130-2 2-4 2°8 | 7:5 
7 | | 
| } | 
222 =| 167 } 1,181 3,280 11°3 155-6 2-4 2°4 10-4 
2 177 144 | 1,137 2,673 | 9-3 146°3 | 2:3 19 =| 8-6 
} 210 | 170 | 1,246 | 2,874 | 10:8 136° | 2-4 2-2 6°38 
) 193 188 | 1,216 2,843 10°8 135-2 | 2-8 2°4 | 5-0 
? 228 168 | 1,305 | 2,880 10-7 | 141-5 | 2-5 27 5-2 
) 246 163 / 1,212 | 2,442 9-6 | 132°8 | 1-6 2-6 | 6-1 
) 231 168 | 1,227 | 2,693 oS a ae i 2°5 3°5 6°6 
) 202 144 1,051 2,174 | 11-2 143-8 | 1°7 3°1 | 7:9 
; { 220 139 | 1,042 | 2,448 | 9-0 128-5 1°38 3°7 | 6-8 
) 276 159 1,698 2,792 | 12°8 143-1 2°6 4-0 6-7 
‘an — ———$_—_—___—__— _ ——. — ~ 
—1the National Federation of Iron and Steel Manufacturers. 
1s issued 
| Table VII COMMODITY PRICES 
anes | UNITED KINGDOM } U.S.A. | GERMANY FRANCE | ITALY 
rr i Cost of | “ 
, : Wholesale 1 | Wholesale | Wholesale | Living | Wholesale| Cost of | Wholesale} Cost of 
Bee ;_____ | «Cost of | (Depart- | Statis- | (Statis- | (Statis- | Living | Living 
ome Living ment of tisches | tisches tique (Statis- 
a Board of |** Econ- (Ministry| Labor) (|Reichsamt) Reichs- | Générale) tique 
terly) | Trade | omist” |of Labour) | amt) Générale) 
- | | July | 1018/14 uly (Jan.-July) 
= 100 | 1918 ==100, 1918 =100 /1914 = 100 | 1918 = 100 /1918 = 100, = 100 | 1918 = 100 | 1914 = 100 1918 =100/ 1914 = 100 
| 1928 | | 
7 JANUARY .. | 141-1 | 135-5 166 138-0 138-7 50° 606-7 507 | 134-3 145 
27 APRIL -» | 142-9 139°5 164 139°5 | 139-5 | 623°8 | 519 134-7 145 
cdl JULY oo | 141°1 135-9 165 140-8 | 141°6 | 623-8 519 132-6 143 
7) OCTOBER .. 137-9 | 131-1 167 | 140°1 140°1 617-0 531 | 133-5 144 
1929 | 
3.3 JANUARY .. | 138-3 | 130-3 165 | 139°3 138-9 630-6 547 134-7 148 
0 APRIL -- | 138°8 129-3 | 161 | 138-7 137°1 | 626-7 556 | 133-8 150 
9 JULY oe 137-4 128-9 | 163 | 140-4 | 137-8 | 613-0 555 129°5 148 
8 OCTOBER } 136-1 124°1 167 138-0 137-2 589°5 565 127-6 149 
| | 
1930 | 
6 JANUARY .. 131-0 118-5 | 164 133°8 182-3 151-6 563°5 565 123-0 150 
9 APRIL oo | 128-7 112°3 155 129-9 126-7 147°4 548-4 572 116-6 146 
7 JULY os } 119-2 106°8 157 120-3 125-1 149°3 537-6 692 109-0 145 
OCTOBER | 113-0 99-6 | 157 | 118°3 120-2 145°4 508-2 104°9 143 
7 NOVEMBER , } 112-0 97°6 155 | 115-2 | 120-1 143°5 493-5 597 102-9 143 
DECEMBER.. | 108-9 94:5 | 153 } 112-3 | 117°8 141°6 | 487°6 | 100-1 139 
| | | | 
1931 | | 
JANUARY .. | 106-9 91:8 | 152 | 110°3 115-2 140-4 483-7 | 98-2 133 
. FEBRUARY .. 106-2 91-6 | 150 108-2 114-0 138-8 | 481-3 | » 590 97-1 135 
| MaRcH -- | 105-9 91°1 147 | 106-7 113-9 137-7 481°7 | 96-7 135 
APRIL ee | 105-7 90-0 147 105-0 113-7 137-2 483-7 95°38 135 
6 { May oe 104-4 87-5 | 145 | 102-1 | 113°3 187°3 | 470-1 589 94°2 134 
JUNE ee 103-2 87°5 147 100°3 112-3 137°8 467°1 | 92-1 133 
JULY ee 102-2 | 86:0 | 145 | 100-3 111-7 137-4 | 456-3 | 91°5 132 
5 AvagustT .. | 99-5 85:7 | 145 100-6 110-2 134°9 | 445-6 |>565 | 89°8 131 
SEPTEMBER 99-2 89-6 | 145 99°0 | 108-6 | 134-0 | 427-9 | 88-9 130 
OCTOBER .. 104-4 | 90-1 | 146 | 107-1 133-1 414-2 | 88-9 129 
t _| } 
jon . The indices, “which are » for the ‘Ist “of the month, are entered for the previous month to facilitate 
dex comparison. 
Gold index. 


esy 
x** 
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Banking Reviews 
English Reviews. 

N view of the recent socialist agitation for the nationali- 
| zation of the Bank of England it is interesting to read 

the criticisms of the Post Office made by the Right 
Hon. Viscount Wolmer, M.P., in LLoyps BANK review 
for November in an article entitled ‘“‘ The Case for Post 
Office Reform.” His case against the Telephone Depart- 
ment is certainly very strong. He considers that “it is 
lack of demand and not lack of capital which is throttling 
telephones in Great Britain, and lack of demand is 
caused by high charges, inferior service and lack of 
publicity.” There are, of course, two sides to every 
question, but it does not seem possible to refute the 
evidence which the writer produces: to the effect that 
the combined cost of installation, maintenance and 
depreciation per telephone is higher here than in 
America, and that the rates charged to subscribers are 
higher in Britain than in America and several European 
countries. Turning to “ The Telegraphs’’ he describes 
it as ‘““A moribund service declining every year, a 
constant loss to the taxpayer, a largely neglected com- 
mercial instrument, a nightmare to the unfortunate 
staff.’’ This criticism we feel to be somewhat stronger 
than the situation demands, as is that which follows 
concerning the postal service. The cause of the failure 
of the Post Office to serve adequately the needs of the 
nation and to be run at a profit commensurate with the 
advantages which its monopolistic position confers, is 
due in his opinion to the Department being manned 
exclusively by Civil Servants, who are not trained 
business men. He says: “I believe that efficiency would 
be more likely to be obtained if the Service were 
divorced from political control and Civil Service standards 
altogether, and were organized simply as an industry 
with such conditions as are necessitated by State 
ownership.” 

The MIDLAND BANK review for October-November 
contains an interesting analysis of ‘“‘ The United States 
Banking Position, Recent Developments and Current 
Anxieties.’’ The writer points out that existing legislation 


ee a eS 
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places an effective barrier in the way of the widespread 
development of branch banking, and that this is the 
reason for the survival of a banking system which has 
an inherent weakness, i.e. a large proportion of its banks 
are in possession of slender resources. Moreover, “ the 
trade depression has played upon this weakness, involving 
many banks in inescapable difficulties with frozen loans, 
while the growing practice of financing industry and 
trade by the issue of ‘equity’ shares has tended to 
narrow the field for liquid employment of funds.” 
Summing up, the writer states that, in spite of defects, 
the American banking system is fundamentally sound 
and that its resources, in solid assets, are beyond 
question. ‘“‘ There is no possibility of a hopeless mélée 
of insolvency and unorganized moratoria.” 

The November issue of BARCLAYS BANK review is 
concerned in the main with “ Trade Conditions.” The 
reports of the various industries make more pleasant 
reading than they have done for many months past, and 
it is much to be hoped that this welcome improvement 
will not only be maintained, but accelerated. The same 
journal also deals with “‘ The Gold Standard Crisis,” and 
points out the interesting fact that as long ago as 1920 
Professor Gustav Cassel stated in his ‘‘ Memorandum on 
the World’s Monetary Problems ”’ that to avoid a fall in 
the general price level not only must all countries refrain 
from reintroducing a gold currency, but also “‘ countries 
which are in a position to draw gold to themselves from 
the rest of the world should abstain from doing so.” 

An able article entitled “‘ Sterling and Gold ”’ appears 
in the October issue of the WESTMINSTER BANK review. 
The writer explains at length the chain of events which 
led to our departure from the Gold Standard, and suggests 
that this departure reflects less upon sterling than upon 
the gold standard as it has functioned in recent years. 
He gives a clear résumé of the factors which have 
combined to prevent the gold standard from acting in a 
satisfactory manner, but his suggestions for the future 
are naturally tentative. 


Foreign Reviews. 


All our readers should make a point of reading an 
article on ‘‘ The Suspension of the Gold Standard ”’ 
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which appears in the Quarterly Report of the SKAN- 
DINAVISKA KREDITAKTIEBOLAGET, published in October. 
It appears that, following the proposals of several well- 
known economists, e.g. Wicksell and Keynes, the Swedish 
Riksbank has made arrangements for the compilation of 
a price index (wholesale and retail) and intends to regulate 
the value of money in accordance with this index. The 
writer foresees success for this policy and suggests that: 
“Tf similar declarations of policy were made by other 
countries with a paper standard, first and foremost by 
Great Britain, this would greatly conduce to clear up 
the present monetary situation.”’ This article is followed 
by one from the pen of Professor Gustav Cassel, entitled 
“Statutory Enactments Regarding Gold Cover,” which 
condemns the stringent regulations of the Central Banks 
with regard to gold reserves and advocates that the gold 
reserve of a Central Bank should be used only for the 
practical purpose of the adjustment of temporary deficits 
in the foreign balance of payments, and not be held mainly 
as a guarantee for the convertibility of notes into gold. 
Exigencies of space prevent even a brief résumé of this 
article, but it seems to us that the removal of restrictions 
concerning the minimum gold holdings of Central Banks 
under present conditions might merely result in the 
further “ burial ’’ of the gold supplies of the world. 

The CHASE Economic BULLETIN for October con- 
tains a very interesting article entitled ‘‘ What England 
and Germany mean to the United States,” by Mr. Benjamin 
M. Anderson, Jr., Ph.D., which is worthy of the closest 
study. The writer states that: ‘‘ In all previous periods 
of economic trouble, the world has had the benefit of the 
wisdom and the courage and the prestige and the 
money of London.” In pre-war days the markets of 
London, and to a less degree those of Germany, were 
always prepared to aid any disorganized market and 
their merchants were always prepared to buy bargains. 
Times have changed; England and Germany are no 
longer able to take the lead. Dr. Anderson says that he 
does not wish in any way to disparage the achievements 
of the United States in finance and commodity markets, 
but he does state, on the other hand, “that it is 
inadequately prepared to take up on short notice the 
problems with which London has been dealing for a 
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hundred years.”’ He is of the opinion that the restoration 
of England and Germany to their former position is 
essential to the normal functioning of the world’s 
economic system, and they are of vital importance to 
the commerce of the United States. Dr. Anderson 
believes that the various countries are so interlinked 
that in order that the United States may help itself and 
solve its problems, Europe, and especially England and 
Germany, must be helped in order to start the ball 
rolling for better times. 

Dr. Anderson then considers the charge of over- 
borrowing by Germany and the reckless expenditure by 
states and municipalities on non-productive works. He 
considers the charge as unjust, and suggests that the real 
trouble was the excess of loan funds available due to the 
rapid expansion of bank credit in the United States. 
He adds that, ‘‘ We made it easy for everybody in the 
world to get into debt, including Germany,” and insists 
that the present root of the trouble in Germany does not 
lie in that country, but in the excess of cheap money in 
the United States. The solution for Germany’s present 
problems and also for England and the world in general, 
says Dr. Anderson, is to be found in ‘‘ The Report of the 
Basle Committee.” In a general way the Committee 
state “that there should be a rapprochement between 
France and Germany, that reparations and interallied 
debts should be reduced, and that tariffs should be 
reduced.”” Dr. Anderson finally says: “‘I wish to 
register here my personal conviction that this report 
proposes a sound remedy, an adequate remedy, and, let 
me say further, the only remedy which I myself can see 
which promises early recovery from the present world 
depression.’ 

The NATIONAL City BANK oF NEw York review for 
October deals at some length with the abandonment of 
the gold standard in this country and the conditions 
which led up to it. The author of this review considers 
that too much importance may be attached to an 
unbalanced budget which is a familiar phenomenon of 
depression. On the other hand, what is important as 
regards Great Britain is the unbalanced trade position. 
We feel bound to agree with the writer when he states 
that what has stirred the apprehension of the public 
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both in Great Britain and abroad has been “ the apparent 
unwillingness of the British people as a whole to tackle 
the problem at its core, that is, by reducing production 
costs to levels permitting British goods to compete on 
favourable terms in foreign markets.”’ 

It is impossible in the space at our disposal to do more 
than call attention to the particularly able article by 
Professor T. E. Gregory in the Monthly Letter of the 
RoyAL BANK OF CANADA, Montreal, dated September 30, 
1931, wherein he gives the history of the depression and 
discusses those factors which are likely to bring it to 
an end. 

The October issue of the review of the NATIONAL 
Economic BANK, Warsaw, draws attention to the fact 
that the collapse of the pound sterling has testified to 
the high degree of independence and the great resistance 
of the Polish money market. The zloty has retained its 
value ; the cover of the currency continues to be in excess 
of its legal limit ; and no drastic restrictions have had to 
be imposed in respect of transactions in foreign currencies. 
Moreover, in relation to the foreign trade balance with 
the countries which have gone off the gold standard 
Poland is a debtor rather than a creditor, so that the 
depreciation of those currencies has decreased the 
indebtedness of Poland. 





Books 


PAPERS ON GOLD AND THE PRICE LEVEL. By SIR 
JosIAH STAMP. London, 1931. (P. S. King and 
Son, 7s. 6d.) 

SiR JOSIAH STAMP is one of the few economists who 
have the sad satisfaction of having been right during the 
last few years. In these days, when books dealing with 
problems of gold and price levels are apt to get out of 
date before they actually appear, his speeches and 
papers written during the last two years have stood well 
the test of the time, and have been well worth reprinting 
in a book form. He foresaw with an exceptional clarity 
the effect of the scarcity of gold upon prices, and the 
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effect of a declining price-level upon prosperity. At a 
time when the reputation of economists in general has 
suffered an eclipse, and their ability to foresee develop- 
ments tends to fall in discredit, Sir Josiah’s little volume 
is a timely reminder that there are economists and 
economists. 


THE A B C OF THE FOREIGN EXCHANGES. By GEORGE 
CLARE and NoRMAN Crump. London, 1931. 
(Macmillan & Co., 4s. 6d.) 


THE ninth edition of Clare’s classical book on foreign 
exchanges, revised by Norman Crump, has been pub- 
lished at a highly opportune moment. As a result of the 
suspension of the gold standard, a large number of 
British firms which have always transacted their business 
in sterling have been compelled to operate in foreign 
currencies. It is highly important for them to acquire 
a good knowledge of the technicalities of the foreign 
exchange market. To that end the present book suits 
ideally. It is essentially practical, so that the reader 
need not work his way through mazes of foreign exchange 
theories before he gets the facts he wants. The history 
of post-war exchange fluctuations will provide a useful 
indication of possible developments. The volume guides 
the reader up to the very eve of the suspension of the 
gold standard. 


INTERNATIONAL GOLD MOVEMENTS. By PAuL EINziIG. 
Second Edition. London, 1931. (Macmillan & 
Co., Ltd., 7s. 6d. net.) 


IN many ways Dr. Einzig has chosen an opportune 
moment to bring out a revised and enlarged edition of 
his book, for in it he has presented what is virtually a 
history of the first post-war gold standard period, which 
ran from May 1925, to September 1931. Dr. Einzig 
recognizes in a brief foreword that his book now relates 
to an epoch which is past and gone, but it is an epoch 
which merits the most careful study by those charged 
with the duty of reconstructing the world’s monetary 
affairs, and this remains true whether or not the gold 
standard is restored, modified or abandoned. Dr. 
Einzig’s book will help materially towards this end, and 
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his new chapters on such matters as recent changes (up 
to last summer) in the London gold market, central 
bank policy and technique, the abnormal international 
capital movements of 1928-31, and the unforeseen con- 
sequences of the arbitrary revaluation of different 
currencies in 1925-28 add materially to the value of his 
book. It is not every one who will accept all his views, 
and he may have been a little too precise in his correlation 
of French gold imports to current political events. Still 
he makes out a prima facie case, and French monetary 
policy and technique have for long been so incalculable 
that it is long odds against anyone being able to interpret 
them correctly. It is not a criticism of a historian to say 
that when the actors in the drama hardly know them- 
selves why they are doing certain things, the onlooker 
cannot always hope to have hit on the right explanation, 
and we would far prefer Dr. Einzig to attempt to unravel 
the mystery in the way he has than to confine himself to 
a colourless summary of known facts. It is certainly a 
book to make people think and to guide opinion through 
the many financial and monetary mazes that have to be 
penetrated to-day. 


THE INTERNATIONAL GOLD PROBLEM. Discussions of 
the Gold Group of the Royal Institute of Inter- 
national Affairs. London, 193. (Oxford 
University Press, 12s. 6d.) 


THE records of the proceedings of the Gold Group 
contain some valuable contributions to the discussions 
about the gold problem. The group includes many 
eminent authorities on the subject, and their views 
reproduced in the volume are all the more interesting as 
they were expressed spontaneously, and originally were 
not meant for publication. Leading experts, such as 
Sir Charles Addis, Sir Basil Blackett, the Hon. R. H. 
Brand, Mr. R. G. Hawtrey, Mr. J. M. Keynes, Mr. C. H. 
Kisch, Sir Otto Niemeyer, Prof. C. Rist, Mr. D. H. 
Robertson, Sir Josiah Stamp, Sir Henry Strakosch, and 
many others, have stated their opinions frankly. Many 
of the contributors to the volume have never before 
expressed their views in public, and it would have been 
a pity if this highly valuable material had not been 
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made available to those who had not the good fortune to 
belong to the group. The papers and the discussions 
reveal wide differences of opinions, though there are 
many important points on which most experts agreed. 
For example, members of the groups were practically 
unanimous that French gold withdrawals were one of the 
main causes of the world’s troubles, though they differed 
widely as to the extent to which France was responsible 
for these withdrawals. Owing to the variety of authori- 
tative views it contains, the volume is of outstanding 
merits in the rapidly growing literature on gold. 





THIS TARIFF QUESTION. By CoLLIn Brooks. London, 
1931. (Edward Arnold & Co., 7s. 6d.) 


THE impartiality with which the author approached 
his highly controversial subject is characterized by the 
fact that, with a creditable sense of humour, he dedicated 
it to Richard Cobden and Joseph Chamberlain. Although 
his conclusion is inclined to favour protection, the book 
contains ample material as to the disadvantages of tariffs. 
The treatment of the subject is such as to make the book 
readable to the man in the street. 


THE DRAMA OF MONEY MAKING. By HUuBERT A. 
MEREDITH. London, 1931. (Sampson, Low, 
Marston & Co., 8s. 6d.) 

THOSE who want to. derive comfort amidst our 
financial troubles from the history of past crises will 
find Hubert Meredith’s book instructive and entertaining. 
The book includes a vivid description of the customs or 
the Stock Exchange, and contains the biographies of 
some of the meteoric careers of financiers during recent 
years. Banking readers will find the chapters on “ The 
Bank of England Forgeries—1873,” ‘‘ The Failure of the 
City of Glasgow Bank—1878,” and “ The Baring Crisis ”’ 
particularly interesting. 
PRACTICAL BANKING CURRENCY AND EXCHANGE. By 

H. E. Evitr. London, 1931. (Sir Isaac Pitman 
and Sons, 8s. 6d.) 

THE author combines practical experience in the 
foreign exchange market with experience as lecturer and 
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examiner in banking; he knows, therefore, what banking 
students have to be taught and how it has to be taught. 
Part II of the book is particularly interesting, as it goes 


into minute technical details of the foreign exchange 
market. 


PUBLICATIONS RECEIVED. 
BRANCH, GROUP AND CHAIN BANKING. By GAINEs T. 
CARTINHOUR. New York, 1931. (London: 
Macmillan & Co., 22s. 6d.) 


BANK MANAGEMENT—A CASE Book. By J. FRANKLIN 
EBERSOLE. New York, 1931. (London : McGraw 
Hill Publishing Co., 30s.) 


RURAL BANKING REFORMS. By CHARLES W. COLLINS 
New York, 1931. (London : Macmillan & Co., Ios.) 


CoMPANY ACCOUNTS AND BALANCE SHEETS. By KENNETH 
and MicHAEL Moore. With a Foreword by SIR 
WILLIAM R. Morris, Bt. London, 1931. (Jordan 
and Sons, 5s.) 

CONVERTING A BUSINESS INTO A PRIVATE COMPANY. By 
HERBERT W. JORDAN. Ninth Edition. London, 
1931. (Jordan and Sons, Is. 6d.) 


THE GOLD STANDARD AND THE Crisis. By C. RALPH 
Curtis. London, 1931. (Charles Griffin & Co., 2s.) 


KINGSTON’S CONTINENTAL PRICE CONVERSION TABLES. 
By A. G. Kincston. London, 1931. (Kingston’s 
Translations Institute, 4s.) 

ECONOMIC AND INDUSTRIAL SWITZERLAND. By the 
Swiss OFFICE FOR THE DEVELOPMENT OF TRADE. 
(Lausanne, Is. 3d.) 
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